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DEFERRED COMPENSATION IN REVERSE 


FLUIDICS — AN EMERGING CONCEPT 
TO ELECT OR NOT TO ELECT 
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INDIVIDUALS ACTING AS FIDUCIARIES 


When a Fiduciary appoints Bankers Trust 
as Agent, the worry and details of security 
and real estate management and the exact- 
ing demands of record keeping are elimi- 
nated. 


Individuals acting as Executor, Adminis- 
trator, Trustee or Guardian—and their Coun- 
selors, Accountants or Advisors—benefit by 
all these unusually experienced services 
which are available in whole or part, as may 
be most helpful. 


@ Investment Advisory Service 
@ Safekeeping of Securities 


BANKERS TRUST COMPANY 
16 Wall Street, New York 15, N.Y. REctor 2-8900 


Member Federal Deposit Insurance Corporation 


e Collections of Dividends and Interest 

e Handling of Security Sales and Purchases 

@ Stock Transfers 

e@ Maintenance of Complete Estate, Trust and 
Income Tax Records 

@ Real Estate Management and Mortgage 
Servicing 

e@ Depositary under Court Order 


You are invited to write or telephone our 
Trust Department for full information, with- 
out obligation. Please ask for our printed 
outline of the services we render as agent for 
individual executors. 



































GOODYEAR DIVERSIFICATION AT WORK 


Rain Hat For An All-Weather Detective 


Weather can be rugged at New York’s Idlewild 
International Airport. Salt sea air, rain and snow 
cut the efficiency of sensitive radar antennas. 
A way had to be found to protect air-traffic con- 
trollers’ best storm-safety device. 

Goodvear’s technical mastery of rubber gave 
the answer. An inflatable radome, stormproof, 
easy to erect and maintain. Mounted atop the 
control tower, it shields the inquisitive antennas 
from atmospheric damage. In the worst of flving 
weather this rubberized hemisphere helps to pro- 
tect the safety of take-offs and landings—one 
every two minutes, night and day. 


Overseas flights based on Idlewild airport are 
a direct reminder of Goodvear’s own international 
operations—rubber growing in Indonesia and 
Latin America, manufacturing in 24 foreign 
countries, distribution of products in every nation 
of the free world. 

Working with metal as well as rubber and plas- 
tics, Goodvear'’s contributions to land and air 
travel are essential and diversified. Before a flight 
clearance is given, before the tower gives permis- 
sion to land, Goody ear imagination, research and 
development have been at work—designing a 
safer journey for tomorrow. 
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THE GREATEST NAME IN RUBBER 


AIRCRAFT ° AVIATION PRODUCTS ° 
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METAL PRODUCTS e 
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SHOE PRODUCTS ° TIRES 
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“Now...is always 


Has there ever been a single day when 





all of the major factors— business, 


t h e h a rd e st t mn ood labor, politics, money rates, Federal 


budget, international relations —were 
so predictable that the investor could 


to I Nn Ve st go about his work with assurance? 


Investment decisions are always 


oe. oe, d,s . ) e  eee  * 


difficult, but always necessary. 


To meet that necessity, investment 
judgment must be combined with 
imagination, as well as understanding 
of individual requirements. 


een a nee oe 1 


With these essentials, our Trust 
Company's specialized work— 
managing investments—adds immensely 
to the investor's peace of mind and 
financial well-being. 


Unirep States [Rust Company 


OF New YorK 


45 Wall Street, New York 5, New York 
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Cover Picture . . . Victoria Falls on the 
Zambesi river of Southern Rhodesia, al- 
though its 354-foot drop is far from the 
tallest in the world, pours over its mile-wide 
rim as much as 100 million gallons of water 
a minute. This vast flow is spectacular, not 
utilitarian, and illustrates the difference be- 
tween the sufficiency of the world’s water 
resources and their availability for public 
use, because of distances from population 
centers and industry . . . Like other natural 
fluids, and a host of synthetic ones, water 
requires transport, control, storage or treat- 
ment to be of practical use. This is the 
generic field of “Fluidics,” as delineated in 
our recent Investment Seminar, reported at 
p. 88. 


Photo by Satour copyrighted by 
South African Tourist Corporation 















eaperesssanacs 








CORRESPONDENCE 








Pension Fund Investing 


The actuarial paper on pension fund- 
ing by Warters and Rae (T&E, Jan./60, 
p. 33) is very interesting but it warrants 
certain rebuttals which, in fact, were 
presented at the Society meeting at 
which the paper was given. I had pre- 
pared a brief discussion, but because 
others covered the field adequately, I 
did not present it. This unused discus- 
sion is as follows: 

This paper is an excellent one for 
putting a check rein on the current 
euphoria of relatively large pension con- 
tributions and investment earnings 
which recent years have generated. Too 
frequently statisticians and economists 
have plunged into the arena of pension 
fund financing and extrapolated to en- 
vision continually burgeoning assets 
with little regard to countervailing in- 
fluences of irregular or diminished con- 
tributions and investment income, and 
the steady, irresistible increase in bene- 
fit demands. I think the authors have 
given us good pause on this sort of 
loose extrapolation. 

On the other hand, they have given us 
nothing but “pause”; it seems to me 
they should, once in a while, admit that 
there can be speed-ups as well as stops. 
Just to take one table (the same is true 
of several) I refer to Table 3B, where 
a 2lst-year fund — which I assume is 
book value and not market — is postu- 
lated in the amount of $8,142.000. The 
authors give two illustrations of contri- 
butions for the year; one “normal” at 
$117,000 and the other “zero.” Like- 
wise, the authors give two situations of 
investment earnings; one “normal” at 
$326,000 and the other “14 normal” at 
$163,000. They put these two sets of 
two each together for four combinations 
and find that three of the combinations 
result in negative income for the year 
— which means liquidation of assets to 
that extent (incidentally, even the high- 
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est liquidation shown there would come 
to only 3% of assets; it seems reason- 
able to expect that a fund could find 
this much liquidity without sacrificing 
value). 

It seems to me that the authors ought 
also to point out that the contributions 
for this 21st year could be “150% of 
normal,” that is, the employer is flush 
that year and wants to get ahead of the 
game. Then they ought to show that 
earnings could generate, for this 21st 
year, an amount, say, of “14% normal,” 
through extra dividends, realized appre- 
ciation, etc. This addition of two non- 
gloomy illustrations would increase the 
number of possible examples to nine. 
the best of which would produce net 
income of $260.000, which would be 
more than enough to take care of the 
22nd year if that should be a gloomy 
one. 


In the same vein of the tendency to 
show only pessimistic numerical exam- 
ples, the authors refer, on page 36, to 
adverse mortality, unrealized turnover 
gains, heavier retirements, etc., which, it 
is true, depart from the average and 
reduce or trim down cash for the year 
indicated. But the opposite situations, 
which have appeared a good many times 
in my experience, are problems of 
“bounty” rather than problems of 
“want.” These are matters involving 
rapid funding, undervaluation of assets 
and generous investment earnings. 
These situations are not mentioned in 
the paper. Let us be duly impressed by 
the bad things that can happen, but 
should we not be given a few rays of 
cheer ? 

I know of one trust-fund plan which 
got itself into the straits, one year, of 
the “zero contribution” picture; the 
company turned to its trust-fund assets 
and caused a liquidation of enough of 
the appreciated securities such that the 
“realized gains” alone paid for the 
otherwise zero contribution; the rein- 
vested assets automatically reconstituted 
the asset book value to a degree enough 
higher than it had been before the trans- 
action to absorb the void in the normal 
financing for the year. Obviously, this 
employer’s fund had found something 
nice in the trust-fund investment pic- 
ture! 

Washington, D. C. 
Dorrance C. Bronson, 
Actuary, The Wyatt Company 

A AA 

e Kennedy Sinclaire, Inc., has  an- 
nounced the appointment of G. Thomas 
Holbrook as assistant vice president. 
He handles the Middle Atlantic States. 
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ABA Trust Division Committee 
Chairmen Named 


Seven of the 17 committees of the 
American Bankers Association Trust Di- 
vision have a new chairman for the en- 
suing year. They are indicated by an 
asterisk in the accompanying roster: 

Common Trust Funds: Hollis B. 
Pease, vice president, Hanover Bank, 
New York. 

*Corporate Trust Activities: Sanford 
L. Smith, vice president, First Nationa! 
City Trust Co., New York. 

Costs and Charges: W. F. Worthing- 
ton. vice president and senior trust ofh- 
cer. First National Bank. Dallas. 

Employees Trusts: Cecil P. Bronson. 





J. R. JOHNSON 
Handling Businesses 
in Trust 


SANFORD L. SMITH 
Corporate Trust 
Activities 
vice president, Continental Illinois Na- 
tional Bank & Trust Co., Chicago. 
Fiduciary Legislation & Trust Legis- 
lative Council: LeRoy B. Staver, vice 
president and executive trust officer, 
United States National Bank, Portland, 
Ore. 
*Handling Businesses in Trusts: J. R. 
Johnson, vice president and senior trust 
officer, Bank of America N.T. & S.A.. 


San Francisco. 





RALPH A. MCININCH 
Relations with Supervisors 


NOEL T. ROBINSON 
Operations 


*Operations for Trust Departments: 
Noel T. Robinson, vice president and 
trust officer, Central National Bank & 
Trust Co., Des Moines. 

Relations With the Bar: Joseph W. 
White, vice president, Mercantile Trust 
Co., St. Louis. 

Relations With Life Underwriters: 
John M. Zuber, vice president and trust 
officer, Republic National Bank, Dallas. 

Relations With the Public: Edward 
W. Nippert, vice president and trust off- 
cer, Fifth Third Union Trust Co., Cin- 


cinnati. 





REESE H. HARRIS, JR. 
Trust Education 


PHILIP B. SIMONDS, JR. 
Trust Investments 


*Relations With Supervisory Authori- 
ties: Ralph A. Mclninch, president, 
Merchants National Bank, Manchester. 


N. H. 

Statistics: Robert A. Jones, vice presi- 
dent, Morgan Guaranty Trust Co., New 
York. 

Taxation: Robert L. Woodford. vice 
president and trust officer, Delaware 
Trust Co., Wilmington. 


*Trust Education: Reese H. Harris, 
Jr., executive vice president, Hanover 
Bank, New York. 

*Trust Investments: Philip B. Sim- 
onds, Jr., vice president. Rhode Island 
Hospital Trust Co., Providence. 

Trust Personnel: 
Barclay Robinson, 
senior vice presi- 
dent, Hartford Na- 
tional Bank & Trust 
Co., Hartford. 


*Trust Policies: 
Wilmot R. Craig, 
executive vice 
president, Lincoln 
Rochester Trust Co., Rochester. N. Y. 





y 
WILMOT R. CRAIG 
Trust Policies 


A AA 


Pennsylvania Trust School Set 


The Pennsylvania Bankers Associa- 
tion will hold its fourth annual Trust 
Training School June 19-24 on_ the 
campus of Bucknell University, in Lewis- 
burg. The director of the 1960 School 
is William Gauer, vice president of Fi- 
delity-Philadelphia Trust Co. and the 
subject will be trust operations. Trust 
administration and investments will be 
covered in 1961, and trust taxation and 
trust development will make up the 
curriculum in 1962. 


Faculty members will include C. Les- 
lie Applegate, trust officer and assistant 
secretary, The First Pennsylvania Bank- 
ing & Trust Co., Philadelphia; Merle B. 
Mitcham, vice president and trust officer, 
First Seneca Bank & Trust Co., Oil City, 
and Trust Division Vice Chairman; and 
Elmer A. Doege, vice president and trust 
officer, Western Pennsylvania National 


Bank, McKeesport. 
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THE MAIN CAUSE OF INFLATION is not eco- 
nomic, and therefore it cannot be pre- 
vented or cured by economic actions or 
political or financial controls. Inflation 
is created by a personal malady that has 
become a Social disease: Avariciousness. 
Our vast defense expenditures (and cost of 
the federal debt) were born of the power- 
hungry Communist regimes, on the interna- 
tional scale. Nationally, inflation has 
been fomented by political raiding of the 
Treasury to gain votes — vote-buying on 
the grand scale with other people's money. 
The National Democratic Advisory Council 
recently proposed a program of more cradle- 
to-grave handouts, supposedly creating 
bigger Gross National Product. It might 
better be named Gross National Give-away, 
8S spending creates no new wealth but 
merely redistributes that which exists, or 
is generated. 


We see most labor unions making a con- 
tinuing grab for more of the fruits of 
production while often opposing means of 
increasing productivity. We see some cor- 
porations feathering their official beds 
and abusing expense accounts. We see local 
government officials grasping for more 
taxes and read of payoffs for favors on 
all sides, and pet projects for ward-heel- 
ing that make a city or state financially 
Sick. Is it any wonder that, with such 
Shining examples of civic virtue, we 
Should have a national scandal of crime 
and delinquency, corruptness in office, 
fraud in the stores and payola on the 
Screen? Integrity of the dollar — as of a 
Nation — is determined by social morality 
and economic understanding, not by even 
the cleverest financial legerdemain. Tax- 
payers are asked for more and more money 
for all kinds of "social security" schemes 
while the legal tender to pay it back is 
emasculated by more administrative "take- 
home" and more inflation. They are asked 
for more enormous sums for education in 
plush architectural show-places, while the 
level of basic knowledge of the three Rs 


Fepauary, 1960 





-S 0? . 968 . eee . by 
-@@e- eee. see - 











Sink to a new low and economic illiteracy 
makes new highs. Who cares so long as 
"someone else" is paying the bill? As the 
eminent historian Arnold Toynbee recently 
wrote about the fall of Rome and Athens: 
"The tragedy.....-.-iS a story of a great 
opportunity won by heroism being thrown 
away by selfishness — whose fruits were 
injustice and dishonesty." But if many 
have the fault of Avariciousness, then the 
rest have the fault of Apathy. 


THE CONCEPT OF "FLUIDICS" embraces con- 
trol, treatment, disposal and corrosion 
prevention of fluid and viscid substances. 
Water needs, municipal and industrial, are 
skyrocketing; industrial processes are us- 
ing higher pressures and temperatures; ef- 
fluents should be treated to salvage valu- 
able wastes and reduce pollution of water 
sources. This rapidly expanding field of 
activity is explored in the report of an 
Investment Seminar with officials of 
Pfaudler Permutit, Inc. (p. 88). 


EFFECTS OF THE STEEL SETTLEMENT have 
been the subject of so many appraisals — 
particularly as to their impact on the 
cost of future living, and tendency to 





EMPLOYER PAYMENTS FOR EMPLOYEE SECURITY — 
PRIVATE INDUSTRY 


Private industry in 
the United States 
paid an estimated 
$15.4 billion in 
1959 for pension, 
welfare, and unem- 
ployment benefits, 
according to the 
National Industrial 
Conference Board’s 
“Road Maps of In- 
dustry” chart shown 
here. One-half of 
total 1959 employee 
security payments 
went into private 
pension and welfare 
funds. Payments for 
unemployment in- 
surance and com- 
pensation for injur- 
ies are represented 
by unidentified area 
at the base of the 
chart. 
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A record registration of 2,361 delegates marked the 4st 
Mid-Winter Trust Conference being held in New York at 
press time. The proceedings will be published next month. 











price us out of more domestic as well as 
foreign markets — that little more con- 
fusion need be added. The consensus seems 
to be that the wage-and=-benefit increases 
will directly, and even more indirectly 
through other industries, force price in- 
creases and further weaken our competitive 
position. The new scale of wages is, at 
least, less of a boost than in most prior 
settlements. There is also a question as 
to how much featherbedding can be elimi- 
nated. They do, however, put more of a 
Squeeze on profits and a premium on in- 
dustries which can benefit from automation 
as a major source of "value added by manu- 
facture." It is further pertinent to note 
the faster rise of "fringe benefits." Ac- 
cording to the National Industrial Confer- 
ence Board estimate, supplements to wages 
have increased much faster since 1933. 
Last year, for example, these amounted to 
over $15 billion and rose 12% compared 
with basic wage rises of 8%. Machines do 
not strike, nor require fringe benefits, 
and since all labor cannot gain as did the 
coal-miners (with diminishing supply of 
labor), we will have some new thinking to 
do about technical unemployment, remember- 
ing that while machines can't strike, or 
think, neither can they vote. 


"GROWTH AND EARNINGS VERY GRATIFYING" 
Summarizes the commentary on trust depart- 
ment operations in an impressively large 
number of bank reports for 1959 (see p. 
147). Continued growth in assets entrusted 
to bank fiduciaries has come to be taken 
for granted, but this year's annual re- 
views showed unprecedentedly wide and fav- 
orable results. Employee benefit trusts, 
their accumulative nature and recognition 
as a basic element in corporate compensa- 
tion policy, accounted for a major in- 
crease in large and even medium-size 
banks, but in all areas there was a sturdy 
rise in the traditional estate and trust 
services,as well as investment and cor- 
porate agencies.........-New highs in gross 
fiduciary income were reported in a sub- 
Stantial percentage of instances, with 
more frequently than ever references to 
improvements in net. The latter is still 
a modest fraction, but many a bank presi- 
dent praised the trust department not only 
for direct contributions to total bank 
earnings but also for assists in commer- 


86 








cial business and in enhancing public con- 
fidence and knowledge regarding the bank as 
a whole. This is a high tribute to those 
who, in past years, have worked against 
many odds to build appreciation and trust 
among the community — and today's business 
on the books. 


DEFERRED COMPENSATION IN REVERSE offers 
many practical as well as tax advantages. 
Basically the procedure involves having 
the key man pay the tax currently on the 
amount of premiums on insurance purchased 
to finance the postponed income plan. The 
particular choice may depend upon balanc- 
ing the objectives with the respective tax 
plateaus of the corporation and the em- 
ployee. These points, together with a 
table of comparisons at various income 
levels, are set forth at p. 92. 


MAJOR CHANGES IN INCOME TAXATION of es- 
tates, trusts, beneficiaries and decedent 
(Code Subchapter J) are proposed in H.R. 
9662 introduced in Congress on January 18. 
Of particular concern is the new concept 
of treating income from multiple trusts. 
Another significant amendment would super- 
sede Sec. 678 which under some conditions 
taxes the income of a trust to someone 
other than the grantor (or beneficiary or 
trustee). Revision of the "tier" system 
of treating distributions from "complex" 
trusts is another of the areas which bear 
watching by draftsmen as many of the new 
rules would apply to existing trusts. 


PROPOSED "KINTNER" REGULATIONS, so- 
called because of the case involving the 
taxability of an association as a corpora- 
tion, have been issued after a wait of 
more than two years. The effect of the 
proposed rules on the ability of associa- 
tions of doctors and other professional 
people, who are legally barred from incor- 
porating in many states, to establish 
qualified pension and profit sharing plans 
is discussed in Dr. Hilary Seal's column 
(p. 132). 


COMPOSITION OF OUR PROJECTED $500—PLUS 
BILLIONS GNP promises to change more rap- 
idly in coming years, due to both socio- 
political pressures and technologies. The 
dramatic shift from manned aircraft to 
missiles may be repeated in a variety of 
lines. Turbine engines are replacing pis- 
tons, solid fuels and fuel cells invade 
conventional fuel fields — offset some- 
what by diesels — urban and interurban 
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teansport seems overdue for radical change 
(oossibly featuring monorails) change, au- 


non-workers seems assured. They will be 











tomated merchandising and production re- 
p.ace more hand labor, increased leisure 
brings new buying habits (witness the 
"explosive" growth of the boat industry) 
and a cost breakthrough may come soon 

in changing sea=-water to fresh, and create 
a whole new industry......Greater distri- 
bution of income among both workers and 
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CHAIRMEN OF WESTERN REGIONAL 
Trust CONFERENCE 


Chairmen of committees for the 34th 
Western Regional Trust Conference. 
sponsored by the Trust Division of the 
American Bankers Association at the 
Arizona Biltmore in Phoenix. November 
2-4, are as follows: 

General Committee: Robert F. Dewey, 
vice president and senior trust officer 
First National Bank of Arizona, Phoe- 
nix. 


Program: Frank L. Gibson, vice pres- 
ident Valley National Bank, Phoenix. 


Entertainment: Charles S. Voigt, vice 
president, Phoenix Title & Trust Co. 


Finance: Ben Storek, assistant trus! 
officer, Southern Arizona Bank and 
Trust Co., Tucson. 


Hotel and Registration: George F. 
German, Jr., vice president and trust 


officer, The Bank of Douglas, Phoenix. 


buying more push=-buttons, new medicines, 
travel tickets, movable houses or rooms, 
electronic servants for house and office, 
guided missiles formerly known as autos, 
and baby clothes. Many will be imported; 
most will be bought on-the-cuff and still 
more on the taxpayers' cuff. Some advance 
may even be made in local and internation- 
in morality and in‘culture. 


Mrp-CoONTINENT CONFERENCE SET 
The 29th Mid-Continent Trust Confer- 
ence, sponsored by the Trust Division of 
the American Bankers Association, will 
be held November 17-18 in Chicago. 
The conference:.draws trust officers 
frcm Arkansas, Colorado, Illinois, In- 
diana, fowa, Kansas, Kentucky, Louisi- 
ena, Michigan, Minnesota, Missouri, 
Nebraska, North Dakota, Ohio, Okla- 
homa, South Dakota, Tennessee, Texas, 
and Wisconsin. 
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“Reading the Will” by Josef Danhauser 





One of the famous prints in the collection at Trusts aANnp Estates library. 
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Largest known tantalum bayonet heater by 
Pfaudler with 124 sq. ft. transfer area pro- 
vides high ductility, execptional corrosion 
resistance and superior heat transfer rates. 


RESH WATER CAN WELL LAY CLAIM 
ar being the world’s greatest re- 
source, not only in quantity but in es- 
sentiality. An average of 30,000 gallons 
per inhabitant falls on the United States 
each day. Some 90% of the human body 
is composed of it. Not one commodity 
exists that either does not have water in 
it or used to make it. Carrot, electrical 
energy, housing development or guided 
missile all use it in one or more ways. 
People in the U. S. require about 15 
billion gallons daily for domestic and 
self-contained agricultural purposes. 

Unfortunately — except for the com- 
panies making equipment for its trans- 
port, control and measurement, purifi- 
cation and reuse, heating or cooling, or 
other treatment — it is seldom available 
at the right place at the right time in the 
right quantity or condition, or at the 
right cost. As population and industrial 
processes multiply and living standards 
rise, it has given birth to a variety of 
new industries. These might generically 
be considered to be operating in “fluid- 
ics,” since there have also been similar 
problems to be solved in putting other 
fluids to man’s use, each with its own 
peculiarly irritating or rebellious char- 
acteristics. 

The very vastness and complexity of 
fluids usage — and disusage — have 
conspired to preclude any one corporate 
giant from taming these problems, and 
a multitude of small or medium-sized 
companies now engage in one or another 
specialized area. 

Perhaps because the industry of “fluid- 
ics” is broken up into so many parts as 
to type of fluids and processes, it is 
difficult to conceive it with an anatomy 
of its own, and probably their relation- 
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Flucdies- Abu Eucrgiug Coucept 
In Public, Industrial & Agricultural Control 


TRUSTS AND Estates 22ND INVESTMENT SEMINAR 


New York City; January 13, 1960 


Panel interview with 


MERCER BrRUGLER, Chairman of the Board 
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ships have not yet been more than 
superficially diagnosed. But a start has 
been made by creation of the concept 
of “Fluidics” with which Pfaudler Per- 
mutit expresses its corporate function. 
“Fluidics,” as Pfaudler Permutit con- 
ceives it, is an integration of knowledge, 
equipment and experience in solving 
problems involving fluids. Nor does the 
company title give a very helpful clue 
to the nature of its operations, the first 
part being the proper name of the in- 
ventor of the company’s original glass- 
on-steel process, the latter most nearly 
identified by the dictionary as “to 
change one for another.” The combina- 
tion, however, has produced one of the 
more diversified manufacturers of equip- 
ment for handling practically anything 
that flows. 

Milk, the second basic fluid, has 
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brought its own problems and oppor- 
tunities to the stream of life and pro- 
gress. From simple methods of trans- 
port and preservation, it has created 
new requirements as_ stricter health 
standards, wider distribution and proc- 
essing needs progressed. 

Expanding use of highly corrosive li- 
cuids and gases in industry poses a 
multi-billion dollar problem, aggravated 
by latest processes requiring higher 
temperatures and pressures. This “makes 
market” for the glassed or plastic lined 
metal tanks and containers produced by 
Pfaudler processes, and for its affiliated 
control and measuring devices. It has 
also led to extensive work by Pfaudler 
Permutit with other materials of con- 
struction, including the so-called wonder 
metals of tantalum, titanium and zircan- 
ium. 


Growing Thirst 

To take first the more dramatic facet 
of Water, its magnitude in industrial 
consequence may be judged by such 
comprehensive figures as the estimated 
over-all U. S. use (see p. 89) of more 
than 450 billion gallons daily average 
by 1975, compared with approximately 
300 billion now. The largest segment; 
Agricultural-Rural, involves mainly stor- 
age and transport facilities, the suppliers 
of which are well known. Municipal and 
related water and sewage systems, on 
the other hand, have growth and im- 
provement requirements that embrace a 
large variety of equipment, such as pro- 
vided by Permutit division, the lead- 
ing producer of water purifying devices, 
as Pfaudler is of liquid processing equip- 
ment. 

Systems for domestic and commercial 
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water supply and disposal, while now 
taking the smailest fraction of total 
“managed” water (about 20 billion 
g:ilons daily), give promise of increas- 
ing to 35 billions by 1975, as popula- 
tion concentrates in urban and suburban 
areas and living standards and per capi- 
ta use necessarily rise. Nor can much of 
this be recycled due to pollution prob- 
lems. Further, the political — or public 
— demand for correction of river and 
bay pollution is causing more industries 
to adopt control methods. 

But it is in the Steam-electric power 
and Industrial fields that the greatest 
growth potential lies with the heaviest 
needs for “fluidics” equipment. Each of 
these now uses something under 75 bil- 
lion gallons a day but is expected to re- 
quire about 130-and 115 billions re- 
spectively by 1975. A great proportion 
of this will not be “new” water but will 
be supplied by recycling, which means 
a greater emphasis on multiple devices 
for purification, corrosives removal, 
waste recapture, etc. An example of the 
latter is the production of top-grade 
groundwood panels from the throw-off 
of pulp and paper operations via a com- 
pany-designed precipitator. 

Some idea of the water requirements 
of industry is gained by noting that it 
requires 65,000 gallons to produce a 
ton of steel, about 100,000 gallons to 
fabricate a ton of newsprint, and as 
much as 500,000 to produce a thousand 
yards of finished woolen goods. Genera- 
tion of a thousand KWH by steam takes 
75 gallons, though most of this is re- 
capturable. The table herewith projects 
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estimated expenditures for equipment 
and materials for public water and sew- 
age construction alone. The growth of 
synthetic products in the petro-chemical, 
plastics and mineral fields likewise cre- 
ates a rising demand for pure water, as 
well as for a wide range of process con- 
trol, measurement, mixing, storage and 
distribution equipment, with tolerances 
ever more minute and _ specifications 
more complex. 


Broadly Based in Process 
Industries 


As an example of a well-diversified 
company in this broad field, as disting- 
uished from a specialty producer, Pfaud- 
ler Permutit offers a very interesting op- 
portunity to review industry prospects. 
Typically, it started 75 years ago with 
a single product: glass-lined vacuum 





Projected Average Annual Public Water and Sewer Construction Demand 
for Major Types of Materials, Period 1957-1975 
(In Millions of Dollars) 






































Public Public 

Material W ater Sewerage Total 
Castings, iron & steel $ 8.14 $ 17.61 $ 25.75 
Hydrants and valves _.. 61.27 5.82 67.09 
Pipe & fittings, cast iron 126.68 18.13 144.81 
Pipe & fittings, wrought iron and steel —... 50.81 4.46 55.27 
Pipe, copper and other non-ferrous metals —__... 15.88 3.04 18.92 
Pipe, asbestos cement* 48.41 6.11 54.52 
Pipe, clay ecient oot oo - 49 37.29 37.78 
Pave, compre’ 2 16.42 39.19 55.61 
Steel, reinforcing —.................... 12.20 54.22 66.42 
Ole ARITA 6.54 23.49 30.03 
Tanks and towers _...... 27.09 Be 27.42 
Electrical equipment (motors, generators 

apparatus) 5.03 6.44 11.47 
Pumps and pumping equipment — 22.00 33.12 55.12 
Sewerage waste treatment equipment —.. — 42.49 42.49 
Water meters, regulators, gauges — 58.90 3.90 62.80 
Water softening & treating equipment —__..__. 20.04 _— 20.04 
Brick and hollow tile 5.17 10.81 15.98 
FARR shee SRE cee 10.38 74.50 84.88 
Sand and gravel 9.94 63.06 73.00 
Lumber ___... 5.69 27.81 33.50 
Paving material 9.24 48.09 57.33 





*May increase further at the expense of steel and cast iron pipe. 
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tanks, made by a process brought over 
from Germany by the inventor, Mr. 
Pfaudler, and first used in the brewing 
business. Today, this industry accounts 
for only 6% of total sales, as the chem- 
ical industry has become No. 1 customer 
with over 29%, equipment for the food 
and dairy industry taking 11%. Prohi- 
bition put an end to the brewery trade, 
so the company concentrated on dairy 
business to good effect, but plugged 
along rather smugly until the late °20s, 
when it began to realize the possibilities 
in corrosion control via the chemical in- 
dustry. This gave the company its real 
start and identity. 

So far, we have been concerned pri- 
marily with the Pfaudler part of the 
company. Meantime (1912) another 
foreign-born company — Permutit — 
had established an American branch to 
provide water purification and treatment 
services for industrial and public uses. 
During World War I the branch split 
off from its German-French-Dutch tree, 
relying on its 500 acres of natural hy- 
drous silicate to get launched into water- 
treatment contracts. The second World 
War saw development of a polystyrene- 
based ion exchange line which proved a 
more economical synthetic process. 

By a curious concatenation of events, 
thes two “foreign-born” entities got to- 
gether in 1957 to form Pfaudler Permu- 
tit Inc., the first being on the lookout 
for a way to round out its service and 
lessen cyclical swings, the latter having 
a “natural filler” for a medium-sized 
operation dependent on the optimism of 
the capital-goods industry and seeking 
better continuity of utilization and 
spreading of expense and effectiveness 
for its sales, production and research 
capabilities. Water conditioning was 
chosen as the logical concomitant for 
expansion, and Permutit was selected 
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on its potential for development as its 
ion exchanger cut across many industry 
fields. Largely due to neglecting the po- 
tentials in its water-conditioner 
Permutit’s 1957 sales 
1952 high point. 

Results have proven the wisdom of 
this merger and management has taken 
the position that since the medium-size 
or specialized company often has limita- 
tions of customer service, research and 
earning stability, further development of 
related product lines and markets will 
be pursued actively by aggressive pro- 
motion of home appliances such as the 
water-softener, by application or adapta- 
tion of present equipment to new cus- 
tomers, and by acquisition of related 
facilities and product lines where they 
can apply knowhow gained over many 
years. It was pointed out, for example, 
that conditioning of water in washing 
machines saves enough wear-and-tear on 
clothes to pay for the water-conditioner 
in short order, plus turning out cleaner 
wash. This prompted one of the panel 
members to remark that if Pfaudler 
wasn't listed among the 100 Best- 
Dressed Corporations, it was because it 
had its working over-alls on. 

President Gaudion remarked: “We 
ride the waves of the capital goods in- 
dustry and have a considerable lead- 
time between order and billng for a 
major part of our production” but em- 
phasized that they now had much smaller 
declines and broader recoveries due to 
having broadened their market base. 
Since various industries have readjust 
ments at different times (e.g. the pharm- 
aceutical and food industries compen- 
sated nicely for other fall-offs in ’58) 
they have a number of “cushions.” 

Special custom engineering services, 
supply of parts and materials and sale 


line, 


were below its 


of “building-block” equipment for im- 
proved system efficiency or automation 
are further filling in the gaps. The grow- 
ing market for ion exchanges, as well 
as filters, provides a “refill” market. The 
multiplicity of markets for company 
products is well illustrated by  ex- 
changers, which are used in softening, 
dealkalizing or demineralizing water for 
municipal, process or boiler feed; for 
separation, concentration and refining 
of rare-earth minerals; for purifying 
sugar solutions, antibiotics and other 
pharmaceuticals; recovering chromates, 
copper and other metals and pulp from 
industrial wastes. Mr. Gaudion classified 
about 25% of sales as “repeat” business. 


From Small Beginnings 


Many an industrial giant has risen on 
the foundation of a product or process 
originally designed to meet a special, 
limited need, where the basic idea later 
proved adaptable to a wide variety of 
industrial or consumer uses. Such was 
the case with the glassed-steel Pfaudler 
tanks originally designed for the brew- 
ing business. Corrosion resistant, easy 
to clean, and thus economical as well as 
sanitary, their unique properiies have 
found many essential such 
“srowth” markets as foods, chemicals, 
drugs, paper and pulp, so that today 
Pfaudler is the world’s largest producer 
of industrial glassed-steel equipment. 

Permutit is the pioneer and now lar- 
gest producer of water conditioning and 
exchange equipment using their 
resin additive zeolite to combine with 
foreign matter in water. It started with 
the application of ion exchange in the 
softening of water, with initial sales 
limited to laundries and similar installa- 
tions. It was not until the principle of 
zeolite water softening was firmly es- 
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tablished in the 1920’s, that Permutit 
began to expand gradually into other 
types of water treatment, such as filters, 
deaerating heaters and hot and cold 
process water softeners. Much of this 
equipment was developed by Permutit, 
but in some cases patent rights were 
acquired from outsiders. 

The importance of non-water treat- 
ment applications was recognized in the 
1930’s and a special department was 
organized to handle such applications 
as concentrating and refining of ores 
and purifying of fine chemicals includ- 
ing vitamins. 

Sales of Permutit division to the 
chemical industry (10%) make total 
company sales in this area nearly 40%, 
and here again, engineering services not 
not only bring income but gain advan- 
tages of practical “field research” to 
complement the company’s R&D pro- 
gram. 

Public utilities and public works to- 
gether account for 11% of total revenue. 
As an example of the importance of wa- 
ter-purification, even the few parts (per 
milion) of silica, present in practically 
all water, can cause a glassy deposit on 
turbine blades which impairs balance 
and efficiency of the entire turbine. As 
Mr. Brugler pointed out, at high pres- 
sures any mineral solvent is a trouble- 
maker. Further, removal of foreign mat- 
ter for power-house use requires clari- 
fication via a precipitator with coagu- 
lents from the feeders, filters, a cation 
exchanger for metallic matter and con- 
comitant degasifier, anion exchanger 
and finally deaerating heater to preheat 
for the boiler and 
gases., These are systems rather than this 
or that machine, and thus favor the 
centralization of engineering planning 
and of buying. (Continued on page 105 


remove corrosive 











Permutit gravity filters and operating tables for municipal 


water supply. 


90 








Glass-lined equipment cuts costs, thwarts corrosion and insures 
product uniformity in a wide variety of process industries. 
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DEFERRED COMPENSATION IN REVERSE 


Tax and Practical Advantages of Insured Plan 


UR TAX STRUCTURE is such that a 

$5,000 boost in pay to a $20,000 a 
year employee will accomplish the same 
result as a $10,000 pay hike to a $75,- 
000 a year man. Putting it in terms of 
an across the board percentage increase, 
a 10% raise for the $20,000 man will 
mean almost as much after tax cash as 
a similar percentage raise for the $75,- 
000 a year man. 

This tax-created anomaly leads finan- 
cial planners to devise new techniques 
for removing the tax block, by putting 
off the taxable event to a later date when 
tax brackets may be lower. Particularly 
is this true in the key personnel area 
where new methods are being devised 
that properly reward top executives for 
their contribution to the company’s suc- 
cess, These methods provide additional 
income which they receive as other than 
high taxed salary. 

To take a simple example illustrating 
how the executive’s financial posture 
will not improve through conventional 
compensation increases, assume a mar- 
ried man who presently earns $75,000 
a year is up for a raise. He will be al- 
lowed to retain only 31 cents of each 
additional dollar earned. In other words, 
to net $1,000 more for himself, he will 
have to receive more than three times 
as much. Furthermore, if he invests his 
31 cents at a 10% yield, his net return 
will be less than 3%. 

On the other hand, proper deferral of 
income to a later date can increase the 
benefits to the executive. The higher his 
present tax bracket, the more significant 
will be the results of deferral. 


Traditional Method of Deferment 


One method of deferring income is 
for the executive to enter into an em- 
ployment contract with the employer 
whereby he is to be furnished with 
compensation benefits commencing at a 
later date. Life insurance is often used 
as the depository since it provides a 
systematic and convenient vehicle in 
accumulating the necessary funds for 
the time when such payments are to be 
made. 
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Ordinarily, the company pays the 
premium, is the beneficiary, owns the 
policy and collects the proceeds. The 
amount of the premiums to finance the 
benefit can correspond to the intended 
pay raise—now deferred. 

Thus, assume the executive is age 45, 
married, and is up for a $5,000 salary 
increase on top of his present $20,000 
income. The following tabulates the 
benefits to the executive under a de- 
ferred compensation arrangement when 
the $5,000 is applied toward the pur- 


chase of a retirement income policy. 


Year Total Pre- Benefits 

Executive miums by for Estate 

Dies Corporation Executive Value 
ne $25,000 0 $64,330 
a 50,000 0 64,330 
i —_— 75,000 0 71,406 
 _—_— 100,000 0 104,471 
Age 66 ____. $ 7,719 69,476 
Age 70 __.. 38,598 38,598 
Age 75. 77,196 0 
Age 85 154,392 0 


e Dividends can either reduce the annual 
payments or purchase additional benefits. 

e e Had the executive taken a straight sal- 
ary increase and invested the balance 
after taxes in the same policy, his bene- 

fits would be reduced by almost 40%. 


Alternative Method 


Present Federal corporate income 
taxes throttle this method of financing, 
since premiums are not currently de- 
ductible. The company would have to 
assume the undertaking from the 48 
cents retained from profits, after taxes. 

The need for a current tax credit has 
given rise to an alternative method of 
funding the deferred compensation com- 
mitment. Here, the employer deposits in 


the deferred fund the “after-tax cost” of 
the contemplated raise. The corporation, 
under such deferred compensation plan 
deducts the amount of tax credit it 
would have obtained if the salary in- 
crease had been given outright to the 
executive, and deposits only the re- 
mainder into the deferred plan. Thus, a 
$5,000 salary increase would give a 
$2,600 tax credit to a corporation in 
the 52% tax bracket, So only $2,400 
(or the amount which would have re- 
mained after the tax credit, had a salary 
been given) is invested in life insurance 
to guarantee future contractual pay- 
ments to the key man or his family. 

Will the employee be satisfied to 
waive a current pay raise in return for 
benefits realized from the balance after 
the corporation has taken its hypotheti- 
cal tax credit? That would depend upon 
the income tax rate applicable to his 
intended raise and the portion remain- 
ing for investment in his own retirement 
program. It would also depend upon 
whether the employer might agree to 
provide double the amount of the bene- 
fits underwritten by the insured fund. 
This the employer could do on the as- 
sumption that the 52% tax bracket will 
apply when the money is paid to the 
employee on retirement—the time when 
the corporation takes a tax deduction. 
If the 52% tax rate is present at the 
time of retirement, the employer, in 
paying double, actually is paying only 
the amount that was first contemplated 
as a salary increase before the deferred 
plan was selected as an alternative, with 
postponement of the tax deduction as the 
only economic difference to the em- 
ployer. 

The employee in all instances does 
not have carte blanche in the selection 
of an outright salary increase over a de- 
ferred pay plan. Business policy con- 
siderations may warrant a plan in keep- 
ing with the company’s desire to hold a 
string on the executive’s services. 


Reversing Taxpayers 


The particular method of providing 
compensation may depend upon balanc- 
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ing the objectives with the tax plateau 
o’ the respective parties. Sometimes re- 
versing the procedure and having the 
key man pay the tax on insurance 
premiums currently, may be a happy 
sclution and more profitable in the long 
run. A glance at the example which fol- 
lows is illustrative. 


Suppose a corporation applies for a 
life paid-up at 65 policy insuring its 45- 
year-old key man presently earning $20,- 
000. The firm contributes $3,100 in an- 
nual premiums. This sum represents the 
after-tax value to the employee of a 
$5,000 salary increase. The net cost to 
the corporation, assuming it to be in the 
52% tax bracket is $1,488, since the 
corporation gets an immediate tax de- 
duction under this plan. This is because 
the insured is given the right to name 
the beneficiary, assign the policy, bor- 
row or surrender it. In addition, he re- 
ceives the annual dividends. True, the 
annual premiums are tacked on to the 
employee’s current earnings, because of 
his rights with respect to the policy. But 
payment of tax-free dividends to him 
will cut the tax load materially. 


Thus, the $3,100 added compensation 
will obligate the insured to pay $1,178 
more each year to the tax collector. 
However, the annual dividends will re- 
duce the net outlay ranging from $350 
in the first year to as much as $1,100 
in the twentieth year or an average of 
$750 per year over the 20-year period. 
These dividends limit the net annual 
average payment of additional taxes by 
the insured-employee to $428. 


Comparing the Pictures 


Here’s how the picture shapes up for 
our key man. His net investment outlay 
over the 20 year period will have been 
$8,560. For this, his beneficiary can re- 
ceive $65,000 life insurance protection 
income-tax-free if he dies before age 65. 
If he lives, our key man will own a fully 
paid up policy at age 65 with some 
$50,000 in cash values. This may be 
converted to a $300 monthly income for 
life probably free of tax if there is no 
other income at that time, due to favor- 
able retirement income tax rules. 


Compare the above results with that 
produced under a straight deferred com- 
pensation arrangement. The insurance 
proceeds would be reduced to $50,000 
which would be paid over to the em- 
ployer. These proceeds might be used 
to underwrite a salary continuation com- 
mitment in the event of the executive’s 
premature death, but only to a limited 
extent—i.e., two and one-half years. The 
cash values including dividends would 
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provide a deferred payment in compar- 
able amount to that of the reverse 
method but such payments would be 
subject to ordinary income tax whether 
received by the key man or his family. 


Where Key Man is Stockholder 


Where the key man is also a stock- 
holder of the corporation, it might be 
better strategy to have him remit pre- 
mium payments directly to the insur- 
ance company. This would avoid any 
controversy with the Treasury concern- 
ing the taxability of the premiums as a 
dividend rather than as salary. 

Thus, in effect, the stockholder-em- 
ployee, in the above example, can pick 
up $50,000 in cash when he becomes 65 
for a combined net payment of $37,320 
showing a $12,680 profit. 


Pluses for Reverse Method 


There are further practical considera- 
tions for the application of the reverse 
method: 


e It eliminates the deferred fund 
from possible claims of corporate 
creditors. Under this plan, the cash 
values vest immediately with the em- 
ployee. 

e It eliminates the uncertainty as 
to whether the deferred fund will be 
in strong or weak hands when the 
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“Prove that you love me! Pay for this dinner 
yourself instead of putting it on the ex- 
pense account.” 





key man retires, Thus, in a tightly 
closed corporation, the question arises 
concerning the reliability of the prin- 
cipals to carry out the deferred pay- 
ments when due, 

e It opens an escape hatch for the 
release of corporate surplus through 
the payment of premiums. At the 
same time, the key man is provided 
with the assurance of cash from the 
insurance policy values, if required. 


Fitting the Case 


As suggested before, each method has 
its plus factors. What is right in one set 
of circumstances may prove financially 
unsound under others. For example, 
where a corporation contemplates a $10,- 
000 salary increase to a $75,000 execu- 
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The after-tax cost and premium money available at various income levels under hypothetical tax-credit approach to deferred 
compensation and reverse method with insurance vested in employee. 


DEFERRED COMPENSATION METHOD 


Remainder for Income 

Tax Credit I suraxrce Tax on 

Executive's Amount to Employer Benefits Raise 

Annual of 52% to Fund (Joint 

Income Raise Bracket Agreement Return ) 
$1,000 $ 520 $ 480 $ 260 

$10,000 2,000 1,040 960 520 
5,000 2,600 2,400 1,420 

1,000 520 480 300 

$15,000 - 2,000 1,040 960 640 
5,000 2,600 2,400 1,660 

1,000 520 480 380 

$20,000 2,000 1,040 960 760 
5,000 2,600 2,400 1,900 

2,000 1,040 960 860 

$25,000 5,000 2,600 2,400 2,230 
10,000 5,200 4,800 4,670 

5,000 2,600 2,400 3,040 

$50,000 10,000 5,200 4,800 6,140 
15,000 7,800 7,200 9,270 

10,000 5,200 4,800 6,860 

| | ee eon ween 15,000 7,800 7,200 10,370 
25,000 13,000 12,000 17,570 


REVERSE METHOD 


After-Tax 
Value of 
Raise to Annual Saving 
Pay Annual After-Tax to Employer 
Insurance Cost to via Reverse 
Premiums Employer Method 
$ 740 $ 355 $ 125 
1,480 710 250 
3,580 1,718 682 
700 336 144 
1,360 653 307 
3,340 1,603 797 
620 298 182 
1,240 595 365 
3,100 1,488 912 
1,140 547 413 
2,770 1,330 1,070 
5,330 2,558 2,242 
1,960 * * 
3,860 
5,730 
3,140 * * 
4,630 
7,430 


*In these tax brackets, the Reverse Method will not. provide sufficient after-tax money to produce benefits comparable to the hypothetical tax credit plan. 





tive, the orthodox procedure will show 
up more favorably. The following figures 
illustrate the results to a 45-year-old. 


A) Reverse Method 
Value to Executive: 
$10,000 salary increase 
6,860 income tax (joint return) 





$ 3,140 balance for insurance 
B) Hypothetical Tax Credit Method 
Cost to Corporate Employer: 
$10,000 proposed salary increase 
5,200 hypothetical tax credit to 
corporation 





$ 4,800 balance for insurance 


Here, the $4,800 insurance contribu- 
tion by the corporation will produce 


cash values and death benefits far in 
excess of the Reverse Method. Although 
the increment will pass to the employer, 
the company in turn can be more gen- 
erous with its deferred benefits—bene- 
fits that would justify the executive in 
sacrificing current cash for larger pay- 
ments in the future. Under the deferred 
pay plan, here’s what can be arranged: 
(a) $100,000 immediate insurance, and 
(b) at age 65, $107,000 cash including 
dividend accumulations. All of this will 
be delivered to the corporation. 

The corporation can now carry out 
an agreement in which it can pay $10,- 
000 annually for 10 years to the bene- 
ficiary in event of death or over $600 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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monthly for life to the executive at 65. 
In summary, the establishment of an 

appropriate plan for executive compen- 

sation will entail these decisions: 


{| Is the employer willing to postpone 
the income tax deduction until the de- 
ferred payments are made? 


{| Are the respective parties willing to 
to be pinned down to a long term con- 
tract encompassing the following: 


(a) a stipulation by the employee to of- 
fer his services for a specific num- 
ber of years — usually to age 65 — 
and for a stated salary; 

(b) the employee’s consent to offer 
standby advisory service and to re- 
frain from engaging in competing 
activities when he steps down; 

(c) a stipulation by the employee to for- 

feit his rights under the contract, 

should he resign before retirement; 
an undertaking by the company to 
pay the employee an agreed sum of 
money commencing at retirement for 

a given number of years or for life, 

as deferred salary; 

(e) a condition to continue payment to 
the widow or other designated per- 
son for the unpaid balance; 

(f) a covenant to give certain benefits 
to the widow if the employee dies 
before retirement. 


(d 


— 


{| Is there a need for insurance pro- 
ceeds coming into the corporate treasury 
to absorb the shock when the key man 
dies or retires? 


{| Is the employer reasonably certain 
of remaining in business for the dura- 
tion of the contract so that its terms can 
be carried out when the key man is 
ready to step down? 

{| What is the best way of making 
business dollars serve to increase its 
value when put into compesation? 
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® Estate & Trust Affairs 








If you or your clients have problems in 


any of the following areas, see us 


We are thoroughly experienced 
in all affairs where the law 
touches money and property. 
Quite often, as in the case of 
Pension and Profit-sharing 


° Pension & Profit-sharing Plans 
* Corporate Trusteeships 


Plans, we have set up separate 
departments devoted to these 
cases alone. The advice of spe- 
cialists in these departments 
is yours for the asking. 


The Trust Department 


° Agency Services 


® Wills in General 


We do not practice law, but our 
wide experience assures. you of 
a quick grasp of your problem 
that will save time and money 
for you or your clients. 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets * Building with Chicago since 1863 
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To Elect or Not to Elect 


ADVANTAGES OF SUBCHAPTER S CORPORATIONS 


HE ADDITION OF SUBCHAPTER S OF 
‘ta Internal Revenue Code by the 
Technical Amendments Act of 1958 has 
created a new taxable entity—the corpo- 
ration whose income or loss is reported 
directly by its stockholders. It is im- 
portant to stress that this method of 
taxation is not taxing a corporation as a 
partnership. It is a separate entity in the 
eyes of the tax law. 

With a valid election in effect for an 
entire taxable year the Subchapter S 
Corporation’s undistributed taxable in- 
come is taxed pro-rata to the share- 
holders as though it was a dividend dis- 
tributed as of the last day of the corpo- 
ration’s fiscal tax year. All of such in- 
come is taxed to the shareholders in 
their stock ratio at the end of the year, 
irrespective of whether or not such 
shareholders have held their stock or 
stock ratio one month or twelve months. 
Losses are pro-rated on a daily basis. 
This provision, in effect, permits the 
use of hindsight in one’s tax planning 
up to the very end of the year—through 
the disposition of stock and accompany- 
ing disposition of taxable income by 
transferring the stock prior to the close 
of the corporate year. This undis- 
tributed taxable income is computed 
without allowances for the corporation’s 
85% domestic dividend deductions, or 
its reduction for partially tax exempt 
Government interest, or prior years 
corporate net operating loss deductions. 
Such undistributed taxable income to 
the shareholders does not qualify for 
the $50 dividend exclusion, the 4% 
dividends received credit or the retire- 
ment income credit. 

To the extent that the income of a 
Subchapter S Corporation is distributed 
in cash prior to the end of its fiscal tax 
year such income distribution (salaries, 
bonuses or cash dividends) is taxed to 
the shareholders when received. This 
distinction is of prime importance when 
the Subchapter S Corporation and the 
shareholders have taxable years ending 
on different dates—for it grants an op- 
portunity to the shareholders to ac- 
celerate or defer income through the 
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JOHN E. ANDERSON 
Kindel & Anderson, Los Angeles 





With the recent promulgation of the 
Treasury’s final Regulations under Sub- 
chapter S of the Internal Revenue Code, 
Trusts ANp Estates asked Messrs. Ander- 
son and Hairison (whose article follows 
this one) to revise accordingly their papers 
before the annual Tax Forum sponsored 
last May by Title Insurance and Trust 
Company of Los Angeles, with whose per- 
mission they are published here. 











simple mechanism of declaration or non- 
declaration of cash dividends. It is im- 
portant to note that only cash distribu- 
tions are so treated. Distributions of 
property (other than cash) are taxable 
to the shareholder as ordinary dividends 
under Sec. 301 of the Code to the extent 
of the corporation’s earned surplus. 
Long term capital gains of Subchapter 
S Corporations after deduction of short 
term capital losses are passed through 
to the shareholders and reported by the 
shareholders in Schedule D of their in- 
dividual tax returns, Form 1040. This 
is one of the outstanding advantages of 
such corporations in that it allows share- 
holders to receive the capital gains from 
the sale of appreciated corporate assets 
with only one capital gains tax being 
assessed on such sale. It should be noted, 
however, that only the profit on the sale 
of a corporate asset may be distributed 
as capital gain. Should the entire pro- 
ceeds from the sale be distributed the 
tax basis will be treated as a dividend 
or a return of capital under Sec. 301. 
Operating losses of Subchapter S 
Corporation are also allocable to the 
shareholders based on their share- 
holdings. However, losses are allocated 
in proportion to the number of days of 
the year that the stock is held by the 
shareholder. By way of illustration, if a 
shareholder acquires 20% of the out- 
standing stock of a Subchapter S Corpo- 
ration on October Ist of a calendar 
year corporation he would be entitled to 
deduct only 5% of the total corpora- 
tion’s loss for the year. The other would 
be deductible by the transferor or sell- 
ing stockholder. Such allocable losses 
are subject to the further limitation that 


they may be deducted by the share- 
holder only to the extent of the adjusted 
basis of the shareholder’s stock plus any 
loans by the shareholder to the corpora- 
tion. 

The Internal Revenue Code and re- 
cently adopted Regulations are refresh- 
ingly clear in setting forth the criteria 
and tests required of a corporation and 
its shareholders (i) to qualify as a Sub- 
chapter S Corporation, (ii) to revoke an 
election, and (iii) to terminate an elec- 
tion once made. 


Qualification 


A corporation to qualify must: 


(i) Be a domestic corporation — 
Sec. 7701(a) (4) defines a domestic 
corporation as one created or organ- 
ized in the United States or under the 
laws of the United States or of any 
State or Territory. 

(ii) Have ten or less shareholders 
—Of significance in this area is Sec. 
1371(c) which was added in 1959 
and which provides that for taxable 
years beginning after December 31, 
1959, stock held by husband and wife 
as community property, joint tenants, 
tenants by the entirety or tenants in 
common will be treated as held by one 
person. If the joint owners are not 
husband and wife, however, or if the 
election was made before January 1, 
1960, each co-owner is counted as a 
shareholder in meeting the ten or less 
requirement and each must give his 
consent. 

(iii) Have as shareholders only 
citizens or resident individuals or es- 
tates—Trusts and corporate share- 
holders do not qualify. The Commis- 
sioner has ruled that stock held un- 
der the Gifts of Securities to Minors 
Act will not be considered as being 
owned by a trust. 

(iv) Have only one class of stock 
outstanding—Voting and nonvoting 
common has been held to be more than 
one class of stock. 

(v) Not be a member of an affili- 
ated group as defined in Sec. 1504, 
whether or not a consolidated return 
is actually filed. 


The corporation must make the elec- 
tion by filing Treasury Form 2553, con- 
sented to in writing by all the share- 


1TIR 113. 


TRUSTS AND ESTATES 


Coe 





tic 
n- 
he 
ny 


1S 
ec. 
59 
ble 
31, 
ife 
as, 


ne 
10t 
the 

1, 
e 
ess 
his 


nly 
es- 
re- 
1is- 
un- 
ors 
ing 
ock 
ing 
2an 
Fali- 
04, 
urn 


lec- 


are- 


TES 





4 


hciders. The election and shareholder 
ccasent must be filed with the Treasury 
di: ring the first calendar month of the 
cc poration’s taxable year or during the 
caiendar month preceding such first 
caendar month. By way of illustration, 
a corporation with a fiscal year ending 
May 3lst must make its election for 
the ensuing year during the period May 
lst to June 30th. For newly formed 
corporations, the first month commences 
either when the corporation has share- 
holders, acquires assets or begins doing 
business, whichever is first to occur. 
Where there is a change in stock owner- 
ship or additional stock issued to a new 
shareholder, the new shareholder must 
consent in writing to the corporation’s 
election within 30 days after becoming 
a shareholder. 


Revocation 


Once the election to be taxed as other 
than a corporation has been made, it re- 
mains in effect until revoked or termi- 
nated. The election may be revoked by 
the corporation with the unanimous 
written consent of the shareholders. The 
revocation must be executed and con- 
sented to not later than the last day of 
the first month of the taxable year or at 
any time during the preceding year. By 
way of illustration, a revocation for the 
year ending December 31, 1960 must be 
made prior to January 31, 1960 or any 
time during 1959. 


Termination 


An election is terminated by the 
happening of any of the following 
events: 


(i) (a) Increasing number of share- 
holders above ten. (b) Acquisition 
of stock of electing corporation by a 
non-qualifying holder, e.g., a trust, 
corporation, etc. (c) Failure of new 
stockholder to give consent to elec- 
tion within thirty days after becoming 
a stockholder. 

(ii) Passive income (dividends, 
interest, royalties, rents,2 annuities, 
and gains from the sale of securities) 
in excess of 20% of the corporation’s 
gross receipts, or 


(iii) Receipt of more than 80% 
of the corporation’s gross receipts 
from sources outside the United 
States. 


An election once revoked or termi- 
nated may not be reinstated for five 
years, without the approval of the Com- 
missioner.* 

Although the election to be taxed as 
other than a corporation creates many 


_— 





°The final regulations provide that the term 
“rents” does not include payments received for oc- 
tupancy where “significant services” are also ren- 
dered to the occupant. 

3IRS See. 1372 (f). 
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serious questions, certain pitfalls and 
possible tax detriments, which will be 
discussed in the following paper by Mr. 
Harrison, it is my opinion the Sub- 
chapter S Corporation offers many tax 
saving opportunities, 

{Businessmen may now have the legal 
benefits of limited liability and con- 
tinuity of existence without the detri- 
ment of the double taxation system 
presently surrounding our system of 
corporate taxation. 

{The businessman may incorporate 
and avail himself of such fringe benefits 
as deductible group insurance, accident 
and health insurance, exempt sick pay, 
establishment of a plan for the payment 
of tax-free death benefits, up to $5,000, 
under Sec. 101(b) of the Code, and 
participation in profit sharing pension 
plans without subjecting himself to cor- 
porate tax rates. In this same area an 
organization or individual(s) engaged 
in personal service contracts may find 
the new Subchapter S Corporation 
ideally suited to his problems—afford- 
ing him the corporate fringe benefits 
without the personal holding company 
prohibitive tax. 

The payment of taxes may be de- 
ferred through the selection of Subchap- 
ter S Corporation fiscal year closings of 


January 3lst. The income of such a 
corporation whose fiscal year ends Jan- 
uary 31, 1960, will be taxed to the share- 
holders for the year 1960 with final pay- 
ment of tax due in 1961. This method of 
tax payment is not privileged in any 
other form of tax entity. 

{With the corporation and_share- 
holders having different tax years the 
income of Subchapter S Corporations 
may be spread or leveled through the 
declaration or non-declaration of divi- 
dends. 

(e) The use of the election gives con- 
siderable flexibility, without shifting con- 
trol, in the transfer of income among 
members of a family. With the Commis- 
sioner ruling that a gift under the Gifts 
of Securities to Minors Act does not 
create a trust for shareholder qualifica- 
tion purposes, the Subchapter S Corpo- 
ration becomes an excellent vehicle for 
shifting income to minors and spread- 
ing the tax burden over many entities 
without the accompanying loss of con- 
trol of the business entity (assuming less 
than 50% of the stock is so transferred). 
Gifts of stock may be made toward the 
year end and the entire year’s income 
allocable to the stock so transferred 
will be taxable to the donee. In effect 
the tree or part thereof may be trans- 





A foreign trust can under appropriate circumstances 
be of tax advantage to American beneficiaries. 
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A BERMUDA TRUST 
benefits by 
Tax free jurisdiction 
Stable government 
Similar trust law 
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ferred in December and the whole year’s 
fruit becomes taxable to the transferee. 

Gains from the sales of capital assets 
may be planned and made without in 
detriment of the usual double corporate 
taxation. 

{Corporate net operating losses, if 
anticipated in time to make the election. 
may be offset against higher personal 
income. 

A charitably minded person may 
increase the amount of his allowable 
charities by an additional 5‘;—allow- 
able to the corporation. 

{With shareholders in higher income 
brackets a new business with i's usual 
early loss experience may wisely make 
the election to be taxed as other than a 
corporation, leaving it in effect until the 
corporate profits accrue. 

{| The Subchapter S election may also 
be a solution for the corporation with a 
surplus in excess of $100,000 and facing 
a potential unreasonabl> accumulation 
of surplus tax. 


Stimulus to Corporation Formation 


The Subchapter S Corporation rests 


in the very favorable climate of knowing 
that it may change its mode of taxation 
by a simple revocation or termination of 
its election through the happening of 
one of several acts—many completely 
within the control of the corporation it- 
self or its shareholders. 

It is no wonder that with the fore- 
going tax advantages many persons are 
today considering the corporate form 
of doing business. Testimony to this 
fact is evidenced by the formation of 
new corporations in the State of Calli- 
fornia during the recent months. During 
January, 1959, more new corporations 
were formed in California than in any 
previous month in the history of our 
State. February broke a new high once 
more and March again set a new high 
in the formation of new corporations. 
This is the only period in the history of 
our State that such an experience has 
occurred—three consecutive monthly 
new highs in corporate formations—ex- 
plained in my opinion in large part by 
tax conscious businessmen availing 
themselves of the opportunity of operat- 
ing as a Subchapter S Corporation. 


PITFALLS IN ELECTING 
JACK M. HARRISON 


Torrance & Wansley, San Diego, California 


HERE IS THE OLD SAYING “NEVER 

look a gift horse in the mouth.” In 
electing to have corporation earnings 
taxed directly to the shareholders, if the 
horse’s teeth are not carefully examined 
you may find that instead of receiving 
a gift horse you have purchased a bag 
of bones and paid the price for a 
thoroughbred. 

The advantages of the provisions of 
the 1958 Technical Amendments Act! 
permitting a small business corporation 
to elect to avoid double taxation on cor- 
porate earnings have been widely publi- 
cized. The disadvantages, which may 
arise from a valid election or an election 
which turns out to be ineffective, have 
not received the same publicity and for 
this reason may not be fully recognized 
nor appreciated. 


Loss of Loss Carry-over 


Thus if a corporation elects not to be 
taxed as a corporation it cannot use up 
any operating loss carry-over it may 
have accumulated from previous years. 
It will forfeit the use of the carry-over 


1IRC Sec. 1371 to 1377 (All IRC citations are to 
1954 IRC). 
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loss, since an electing corporation is not 
allowed a net operating loss deduction.” 
There is no provision in the law elim- 
inating from the statutory eight-year 
carry-back and carry-over period those 
years for which the corporation has 
made the election to have its earnings 
taxed at the stockholders’ level. The 
newly issued final regulations hold that 
in computing the eight-year period, the 
taxable year in which the corporation is 
an electing corporation is to be counted 
within such statutory period.’ Thus, 
unless an election is terminated or re- 
voked within the period during which 
a net oparting loss may be carried over, 
the deduction may be lost entirely. 

Also when a corporation makes the 
election, its operating losses incurred 
while it is an electing corporation can- 
not be carried back to recover corporate 
taxes paid in earlier years when it was 
not an electing corporation because 
these operating losses have been passed 
through to the shareholders. And while 
an operating loss of the corporation is 
prorated among the shareholders, who 


2TIRC Sec. 1373 (d). 
3Reg. Sec. 1.1374-1. 


can individually carry back and carry 
over the excess of such loss over their 
current year’s income, such shareholders 
cannot carry back the loss to a year 
beginning before 1958.* 

Previous to September 24, 1959, when 
a shareholder of an electing corporation 
died during the corporation’s loss year 
and before the end of the taxable year 
of the corporation, neither he nor any 
other person was entitled to a deduction 
for his pro rata share of the corpora- 
tion’s net operating loss for such taxable 
year. This was because the net operating 
loss of an electing corporation was a 
deduction of its shareholders for the tax- 
able year “in which or with which” the 
taxable year of the corporation ends. 
Effective on the above date an amend- 
ment® was made to permit a shareholder 
of an electing corporation who dies dur- 
ing the corporation’s loss year to deduct 
his share of the loss for the days during 
which he was alive (subject to the cus- 
tomary restrictions on the amount de- 
ductible) . 

The shareholder of an electing corpo- 
ration may deduct his share of a corpo- 
ration’s current operating loss, but his 
share cannot exceed the total of ihe ad- 
justed basis of his stock determined as 
of the end of the corporation’s taxable 
year and the adjusted basis of any in- 
debtedness of the corporation to him, 
also determined as of the end of the 
corporation’s taxable year.® Any corpo- 
ration operating loss not used by the 
shareholders because of these limitations 
is wasted and cannot be used subse- 
quently by either corporation or share- 


holder. 


Frozen Income and Dividends 


An electing corporation’s undistrib- 
uted taxable income is taxable to its 
shareholders even though none of this 
income is actually paid out to the share- 
holders. Such income which has _ been 
so taxed without being currently dis- 
tributed to a shareholder can be ac- 
tually distributed to him tax-free at any 
time so long as the corporation con- 
tinues to be an electing corporation. 
However, if an election is revoked or 
terminated all previous undistributed 
taxable income becomes frozen in and 
any subsequent distributions of such in- 
come are treated as regular dividend dis- 
tributions by a non-electing corpora- 
tion.’ Thus there can be a double tax on 
undistributed income. And a subsequent 
new election does not reinstate undis- 
tributed taxable income of earlier. elec- 

‘IRC Sec. 1374 (d) (2). 

SIRC Sec. 1374(b).: 


SIRC Sec. 1374(c) (2). 
TIRC Sec. 1375 (d) (2). 
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tive years as amounts which can be dis- 
tril uted as a return of capital.® 

'ecting corporations should generally 
not distribute dividends in any form 
oth-r than cash. Shareholders are taxed 
on the taxable income of the electing 
corporation, reduced only by the amount 
of any cash dividends. Thus, property 
dividends (including notes and securi- 
ties) and distributions in kind are taxed 
as ordinary dividends and do not re- 
duce the amount of undistributed in- 
come upon which shareholders are also 
taxed.® 


— 


If election is made, the shareholders 
include in their own income for tax pur- 
poses the current taxable income of the 
corporation, which includes the part 
which is distributed and that which is 
not.!° But since it has been subject to 
no tax at the corporate level, neither 
type of income in this case is eligible 
for a dividend received credit or exclu- 
sion. Nor is it treated asa dividend for 
purposes of computing the retirement 
income credit.!! 


Capital Gains Difficulties 


There is the problem that capital gains 
may delay returns or create need to file 
for refunds. This would occur where the 
corporation and a shareholder have 
different taxable years. If the corpora- 
tion makes distributions which fall in 
two different years of the shareholder, 
or if an actual distribution is made in 
one year of the shareholder and he 
picks up his share of the corporation’s 
undistributed taxable income in another, 
the corporation’s capital gains must be 
allocated ratably. They cannot be as- 
signed entirely to one distribution.’? In 
this situation it is possible that by the 
time the shareholder’s return is due the 
corporation’s taxable year will not have 
ended, and thus it will not be possible 
to determine what part of the dividend 
to be reported by the shareholders is a 
capital gain.1* 

The regulations state that for ordin- 
ary purposes of determining whether 
gain on the sale or exchange of an asset 
by an electing corporation is capital 
gain. the character of the asset is to be 
determined at the corporate level.'* How- 
ever. they also provide that if an elect- 
ing corporation is availed of by a share- 
holder or group of shareholders owning 
a substantial portion of the stock of such 


SIRC See. 1875 (d) (2); Reg. Sec. 1.1375-4. 
P *IRC Sec. 1373(c); Senate Committee Report, p. 
18. 

loTRC Sec. 1373. 

MIRC See. 1375 (b). 

Senate Committee Report, p. 222; Reg. Sec. 
1.1375-1 (e). 

Senate Committee Report, p. 222. 

“Ree. Sec. 1.1375-1(d). 
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corporation for the purpose of selling 
property which in the hands of the 
shareholder or shareholders would not 
be a capital asset and would not result 
in capital gain, then the gain on the 
sale of such property by the corporation 
will not be treated as capital gain.’ 
Thus it may be important that share- 
holders not associate in a corporation 
with others who are already or who may 
become dealers in kind of property 
which the electing corporation is ex- 
pected to sell. 


Sales, Purchases and Termination 


A shareholder cannot transfer his 
right to nondividend distributions. If a 
shareholder disposes of all his stock, any 
right which he might have had to non- 
dividend treatment upon the receipt of 
distributions lapses entirely unless he 
again becomes a shareholder in the 
electing corporation while it is subject 
to the same election.1® 


While losses are allocated pro rata 
based on stock ownership for each day 
during the year,’’ a shareholder who 
buys stock at the end of the year and 
consents to the election will have to pay 
tax on his share of the corporation’s 
undistributed taxable income for the 
entire year. 


Care should be taken in fixing stock- 
holders’ salaries where they would re- 
duce a net long term capital gain which 
could be passed on to shareholders in 
that form. This is because ordinary in- 
come tax rates would apply to the salary 
but not necessarily to the long term 
capital gain. 

There is the problem whether de- 
liberate disqualification actions will be 
effective to terminate the election if the 
Treasury contests the matter upon the 
argument of no business purpose. This 
leads to the question, which can lead 
to controversies, whether a termination 
is to be classed as voluntary or involun- 
tary from the Treasury’s viewpoint. A 
voluntary revocation of an election does 
not take effect in the year of revocation 
but the following year, unless done be- 
fore the close of the first month of the 
year. An involuntary revocation made 
after the first month of the taxable year 
is effective for the taxable year in which 
the event occurs and all succeeding 
years.'§ 


Counting Stockholders 


Before a corporation can make an 
effective election it must have ten or less 


15Tbid. 

16Reg. Sec. 1.1375-4(e). 
17Reg. Sec. 1.1374-1(b). 
18Reg. Sec. 1.1372-4(c). 


shareholders. As to the determination of 
the ten shareholders limit, it had been 
ruled’® that stock held in the name of a 
husband or wife but constituting com- 
munity property makes both the hus- 
band and wife shareholders. Because of 
this unexpected result a new code sec- 
tion*® was added, effective for years be- 
ginning after 1959. It provides that stock 
which is community property of a hus- 
band and wife (or the income from 
which is community income) and stock 
which is held by a husband and wife 
as joint tenants, tenants by the entirety, 
or tenants in common is to be treated as 
owned by one shareholder. 


However, for taxable years beginning 
before 1960 those corporations that filed 
their elections and distributed their in- 
come in the mistaken belief that their 
stock records disclose the names of all of 
their shareholders may now find that 
they were not eligible to make the elec- 
tion and have declared in effect the reg- 


ular type dividend they had expected to 
avoid. 


There is a provision for the termina- 
tion of an election where more than 20% 
of the corporation’s gross receipts is de- 
rived from royalties, rents, dividends, 
annuities, interest and gains from sales 
or excanges of stock or securities.”! 


Thus constant review must be made 
by an electing corporation to make cer- 
tain that it or its shareholders have not 
inadvertently terminated the election. 

In determining whether a corporation 
should make the election, the disadvan- 
tages thereof should be fully considered. 
Although the advantages will, in most 
instances, outweigh the disadvantages, 
the corporation and its shareholders can- 
not blindly rely upon the fact that the 
election has been labeled a relief meas- 
ure for small business corporations. 

°TIR No. 113, Nov. 26, 1958. 


20IRC Sec. 1371(c). 
*1TRC Sec. 1372(e) (5). 


AAA 


CHANGES PROPOSED 
IN REVERSE ELECTION 


The Technical Amendments Bill of 
1960, now pending in Congress, would 
amend Subchapter R to permit a partner- 
ship, which has elected to be taxed as 
a corporation (the reverse of the Sub- 
chapter S privilege), to apply the tax- 
free reorganization provisions if it 
actually becomes a corporation. It fur- 
ther requires that the election to be taxed 
as a corporation be made in the last 
month of the preceding year or the first 
month of the current year for which it 
is to be taxed. 

A A A 
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TRUSTM: 


ROM NOW ON EVERY YEAR THERE 
Bx be an increasing number of 
trustmen retiring at 65 years of age or 
soon thereafter. Many of them will have 
been head of their department or a 
senior executive officer of their bank or 
trust company. 

Through _ their accumulation, 
their pension, and their Social Security 
benefits, most of them will be financially 
independent, although not affluent. Their 
children will have married and each 
have a family and a business or profes- 
sion and be financially independent also. 
The trustman and his wife, just the two 
of them, will be back where he started 
a half-century ago. 

Hale and hearty at 65 and with a life 
expectancy of 10 or 15 years, after he 
has taken a year or so off for rest, recre- 
ation, and travel, he will want some- 
thing to do. A year of retirement will 
be enough for him. 

After that, unless he does have some- 
thing to do, he will become restless and 
unsatisfied and be in other people’s, 
possibly including his own wife’s, way. 
A hobby, although well enough for pas- 
time, will not suffice nor satisfy for 
daily employment. 

While he will continue to be glad to 
be relieved of the responsibilities and 
irritations of daily, wholetime employ- 
ment, he will want to put his knowledge 
and experience to good use. He will not 
be disposed to enter a brand-new busi- 
ness or profession; he would like to do 
something associated with the trust 
business. 

The trustman upon retirement faces 
this question, What shall I do with my- 
self? And the society into which he will 
retire will face the question, What shall 
we do with him? 


own 


What Some Are Doing 


Without making a research study of 
the subject, I have been interested in 
what my contemporaries have been do- 
ing since their retirement. Few are satis- 
fied with their hobbies alone. After a 
time travel palls. Many of them are 
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keeping to the same hobbies as they had 
before retirement — such as photog- 
raphy, stamp-collecting, handicrafts of 
one sort or another — but keeping them 
as hobbies only. They are engaged in 
serious and, to some degree, remunera- 
tive occupations related in some way to 
the trust business. 

Many are retaining some association 
with the trust institution from which 
they had retired. Robert W. Sprague of 
Seattle, Washington, has retained his 
connection with the National Bank of 
Commerce as an advisor to its trust 
committees; Thomas C. Hennings, Sr., 
with the Mercantile Trust Company, St. 
Louis, as a member of its board of di- 
rectors, 

Others have resumed the practice of 
law: I think of Frank Sayre of the First 
Pennsylvania Company and of Paul 
Wagner of the Fidelity-Philadelphia 
Trust Company, Philadelphia; and of 
Judge Hennings in St. Louis. 

Still others, especially those from the 
metropolitan institutions of the East and 
North, have retired from one institution 
to go with another in another part of 
the country or in another state. Jay 





The Stephenson leans at Warren Place, Pendleton, N. C. 


Knox retired from the First National of 
Camden, New Jersey, and now heads the 
investment division of the trust depart- 
ment of the First National Bank of 
Miami. Lynn Lloyd retired from Harris 
Trust and Savings Bank of Chicago and 
became associated with the Valley Na- 
tional Bank, Phoenix, Henry Theis re- 
tired from the Guaranty Trust Company 
of New York and went to the Citizens 
National Bank of Englewood (N. J.). A. 
Nye Van Vleck, after his retirement 
from the Guaranty Trust Company of 
New York, became trust advisor to the 
Peoples Trust Company of Bergen 
County, Hackensack (N.J.). John 
Adams retired from the First National 
Bank of Portland, Oregon, and now is 
executive vice president of the Arawak 
Trust Company of Nassau, The Ba- 
hamas. 


Civie Activities 
Sull others, upon retirement, accepted 
employment in some occupation in 
which they are putting to good use the 
knowledge and experience they had ac- 


quired as trustmen. Leon Little retired 
from New England Trust Company, 
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Boston, and became Treasurer of Amer- 
ican Unitarian Association. Louis Head- 
le, retired from the First Trust Com- 
pany of St. Paul, became associated 
with the St. Paul Foundation, and now 
is President of the National Council on 
Community Foundations. James Allison 
retired from the Equitable Trust Com- 
pany (now Bank of Delaware) Wilming- 
ton, and became associated with the 
Board of Governors of the Federal Re- 
serve System. George Barclay retired 
from the City Bank Farmers Trust Com- 
pany (now First National City Trust 
Company) and became a member of the 
staff of Trusts anD Estates. Earl S. 
MacNeill retired from Irving Trust 
Company, New York, and became a 
member of the staff of The Merrill An- 
derson Company. Albert W. Ballentine 
retired from the First National Bank 
and Trust Company of Montclair (N. 
J.), and Hardin Goodman from the 
Florida National Group to render in- 
vestment advisory service. 

So on and on one might go. As I have 
come in contact with them by corre- 
spondence and in trust conferences and 
estate planning councils and other meet- 
ings of trustmen to which we have gone 
either to participate or to see my old 
friends, I have been impressed by the 
very evident happiness of these men. 
They seem to have zest for life from 
realizing that they still are useful mem- 
bers of society and are doing what they 
want to do when and as they want to 
do it. 


Educational Interests 


In asking me to write this article the 
editor of TRUSTS AND EsTaTEs suggested 
that I tell some of my own experiences 
in retirement. 

The nine years since my retirement 
have been the busiest and, may I say, 
among the happiest years of my whole 
life — “the last of life, for which the 
first was made.” Let me sketch some 
of the activities that have kept me busy 
and happy during these nine years. 

In the field of writing for publication, 
in addition to numerous articles on 
trust subjects, I have written three 
books (Your Family and Your Estate, 
1951; Drafting Wills and Trust Agree- 
ments — 1. Administrative Provisions, 
1952, and II. Dispositive Provisions, 
1955); have prepared one revised edi- 
tion of a textbook, Estates and Trusts, 
(1955) and am well along in the prepa- 
ration of the third, almost completely 
rewritten edition (1960); have written 
a series of articles under the general 
title, Reflections of a Trustman, which 
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have been published serially in The 
Trust Bulletin and will be published in 
book form in 1960; and my wife and I 
have collaborated in the writing of a 
book, “We Came Home to Warren 
Place,” which was reviewed so under- 
standingly by the editor (who had vis- 
ited us at Warren Place) in the February 
1959 issue of TRUSTS AND EsTATES. 

In the field of teaching, the next year 
after my retirement I began giving a 
course in Trust Business in the Pacific 
Coast Banking School which [ still am 
giving each August; and in 1951 I be- 
gan giving a course in Estate Planning 


in the School of Law of Wake Forest 


F 
P 


of trust experience 
and service to our 
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College which I continued through the 
session of 1955-1956 after which the 
college was moved over 100 miles fur- 
ther from Warren Place, too far for me 
to commute. 


Advisory Aid 

The activity that has given me the 
most satisfaction has been estate-coun- 
seling work with and for my own kins- 
folk and friends and their attorneys. 
Warren Place is located in a prosperous 
agricultural area which is being indus- 
trialized. Within a radius of 30 miles 
there are several thriving industrial 
towns — Roanoke Rapids, Weldon, 





MORE THAN ONE BILLION EIGHT HUNDRED MILLION DOLLARS IN 
SECURITIES AND OTHER ASSETS ARE NOW ENTRUSTED TO OUR CARE 
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Ahoskie, and Murfreesboro in North 
Carolina, and Franklin and Boykins in 
Virginia. In this area not a few of the 
older people already have accumulated 
and even more of the younger people 
are accumulating sizable and, in some 
cases, large estates even by city stand- 
ards. 

Soon after we came to Warren Place 
I let it be known by word of mouth, that 
1 should be glad, without remuneration 
of any sort, to advise with my kinsfolk 
cnd friends and their attorneys about 
their estate plans. Although I had re- 
sumed membership in the North Caro- 
lina State Bar, I let it be known that I 
was not and did not intend to practice 
law, that I would not draw legal instru- 
ments, except for myself. 

Ever since, friends and their lawyers, 
sometimes separately and at other times 
together, have been coming to Warren 
Place and advising with me about estate 
plans and the dispositive and admini- 
strative provisions of wills and trust 
agreements. The lawyers, most of them 
younger than myself and some of them 
my former students, have regarded me, 
not as a competitor but as an associate 
— a sort of “senior partner.” Scarely a 
week passes when I do not sit down with 
some man and, whenever practicable, 


with his wife also and advise with them 
and then with their lawyer or sometimes 
with their lawyer first about an estate 
plan to meet their needs. 


Estate-Planning Counselor 


Upon retirement every man must find 
his own niche in society. I have told 
how some of us have found ours. For 
the trustman there is one niche which, 
it seems to me, should be attractive alike 
to the trustman and the trust institution. 
That is his serving as its estate-planning 
counselor. 

The trustman is ideally fitted for this 
kind of work. He has had long and var- 
ied experience in settling estates and 
administering trusts. From experience 
he knows the provisions of wills and 
trust agreements that in practice work 
well and those that do not. He already 
will be a friend of the older members of 
the Bar and the younger ones will wel- 
come him as their adviser. 

He need not be expected to go out 
and engage in house-to-house or oflice- 
to-office business-development work. 
Prospective customers will have to come 
to him. Younger members of the Bar 
will come to him with their problems. In 
due time they will bring their clients. 
They will not hesitate to advise with 








investors. 


operation with such clients. 
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Investment 
Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 

Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 
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him nor have their clients do so, for 
he will be their associate, not competitor. 

For such estate-counseling work he 
need not be required nor feel duty- 
bound to keep strict office hours. He 
even might do part of his work in the 
lawyer’s office or in the client’s office 
or home. 

As a matter of course, he would take 
his work seriously and conscientiously. 
Nevertheless, he need not feel desk- 
bound. He still could take long vaca- 
tions; he could have shorter office hours. 

While remuneration would be an 
item — it should be enough to make his 
counseling work a serious occupation — 
it need not be so serious an item as 
it had been before his retirement. 

This suggestion I pass on to the trust 
institution which may desire to pyramid 
its business-development work. 


Trust Research 


Another possibility, perhaps for only 
a comparatively small number of retired 
trustmen, is employment by a trust insti- 
tution to engage in advanced trust re- 
search in the general field of their em- 
ployment before retirement. Every en- 
terprising trust institution needs and 
desires advanced trust research in one 
or another field. Yet its regular staff 
may be fully engaged in everyday ad- 
ministrative work. Outside specialists 
may not have had adequate experience 
in the particular branch of research 
desired. 


The retired trustman would, in many 
cases, be ideally suited for this type of 
research and in it would find congenial 
employment. 


The purpose of this article, as con- 
ceived by the editor and as written by 
me, is to suggest ways whereby trust 
institutions can capitalize the knowledge 
and experience of us retired trustmen 
for the sake of the institutions them- 
selves and of society, and ways whereby 
these trustmen can find happy, congen- 
ial, and resultful employment through- 
out the richest and ripest years of their 
lives. 


A A A 
FLorIpDA PLANs Trust SCHOOL 


The Florida Bankers Association 
Trust Training School will hold its first 
session June 6-10 at the University of 
Florida, Gainsville. The school will be 
designed for clerical personnel and 
junior officers in Florida trust depart- 
ments. Requests for further information 
may be addressed to Floyd Call, execu- 
tive vice president, Florida Bankers As- 
sociation, 203 North Main St., Orlando. 
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There is magic under the tropical sun...the magic of winter 
warmth, of utter relaxation, of a father’s freedom from 
everyday cares. Of course, changing January into June is 
largely a matter of means. O Surprisingly enough, for 
many persons of means, the management of their invest- 
ments represents a source of ‘continuing concern. But not 
for the sensible chap sunning on the sand above. His securi- 
ties are under the supervision of a crack team of investment 
specialists at First National City Trust. He is a successful 


FIRST NATIONAL CITY TRUST COMPANY, 








MAGIC ON THE SAND 


manufacturer, and he wisely leaves his portfolio largely in 
their capable hands. 0 In that way he can concentrate on 
his business, and relax with his family when he can get 
away. Makes a lot of sense for him...it might for you as 
well. If you would like to explore the possibilities of an 
investment advisory account at First National City Trust, 
write now for a copy of “HOW TO GET THE MOST 
OUT OF YOUR INVESTMENTS”. You’ll find it well 
worth reading. In New York, telephone JUdson 2-7500. 


22 WILLIAM STREET, NEW YORK, N. Y. 











Blueprint for 
Personal Affairs Month 


A “Blueprint for a Personal Affairs 
Month” prepared by the Personal Af- 
fairs Institute of America is being of- 
fered, together with a kit of pertinent 
materials, to communities throughout 
the country expressing interest in the 
month-of-May idea originated in 1956 
by Horace E. DeLisser, founder and 
president of the Institute. (See Trusts 
AND Estates, August 56, p. 693 and 
June °57, p. 544. ) 

This non-profit organization, char- 
tered under New York law, is dedicated 
to the proposition that a regular review 
of financial, personal and business mat- 
ters can be of great benefit to the indi- 
vidual and his family. Materials fur- 
nished to him without charge by the 
sponsoring community include a check 
list of items to review, a financial bal- 
ance sheet outline and advisory litera- 
ture. With all this, he is encouraged to 
seek counsel from specialists in the var- 
ious areas of estate analysis, planning 
and administration. 

Civic, educational, professional and 
business groups in a score or more com- 
munities, ranging geographically from 
Freeport, L. I. (pioneer locale) and 
Troy, N. Y., in the East, to Tyler, Texas 





WILL PAY CASH 
FOR YOUR GOLD COINS 





we will pay the following prices .. . 




















$20 GOLD $36.50 each 
$10 GOLD ___. $18.00 each 
$ 5 GOLD $ 9.00 each 
$3 GOLD . $25.00 each 
$ 2.50 GOLD $ 6.00 each 
$ 1 GOLD $ 7.50 each 


We are also seeking the following: 
$50 GOLD $400.00 each 
$ 4 GOLD $500.00 each 
PROMPT REMITTANCE GUARANTEED 
no mounted or mutilated coins 
send coins direct to... 











123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 
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Some of the trustees of Personal Affairs Institute of America, Inc., who met recently at 
the Williams Club in New York to approve design of a “Blueprint for a Personal Affairs 


Month” for use by communities across the country. Shown left to right (seated) are: 


John B. Lovett, executive secretary of Paramus (N. J.) Chamber of Commerce; Russell 
E. Hotaling, Institute secretary; Irving A. Germain, realtor, Teaneck, N. J.; Mildred K. 
Lowe, assistant secretary; William M. Connors, vice president and trust officer, Manufac- 
turers National Bank, Troy, N. Y.; P. Philip Lacovara, managing editor, Trusts AND 
Estates; William J. Casey, Casey, Hall, Dickler & Brad, New York, general counsel. 
Standing: Thomas J. Degnan, public relations officer, Camden (N. J.) Trust Co., Arthur 
L. Hodges, editor, Know Long Island; Horace E. Delisser, founder and president of the 


Institute. 





in the Southwest, have conducted a Per- 
sonal Affairs Month in past Mays, while 
more than thirty areas have already in- 
dicated interest in a program for this 
year. There is no charge for the basic 
outline of the program while materials, 
speakers or other assistance to the com- 
munity are furnished on a cost basis. In- 
quiries may be directed to the Personal 
Affairs Institute at 65 West Sunrise 
Highway, Freeport, L. I. 


A AA 


e An illustrated story of C.L.U. events 
during the past year is contained in 
the sixth annual (24-page) C.L.U. Re- 
view. The Review is published jointly 
each year by the American College of 
Life Underwriters and the American 
Society of Chartered Life Underwriters 
for persons not familiar with the pro- 
gram. Charts, photographs, and brief 
explanations describe the activities. 


by the Public Relations 
headed by Arthur F. Priebe, CLU, Penn 
Mutual Life, Rockford, IIl., a past chair- 
man of the Round Table. 


New Insurance Newsletter 


Published 
“ “Round The Table.” the Million Dol- 


lar Round Table newsletter, made its 
debut last month. MDRT Chairman Ro- 
bert S. Albritton, CLU, Provident Mu- 
tual Life, Los Angeles, said the new 
publication is designed to keep members 
up to date on Round Table activities and 
insure better communication between the 
Round Table and the life insurance in- 
dustry. It is planned to issue the news- 
letter only when there is something of 
special interest for members and friends 


of the Round Table. 


The four-page newsletter was created 
Committee, 
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Metropolitan size, 

highly trained personnel and 
progressive policies have made 
our Trust Department outstanding 
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PROFESSIONAL INVESTORS DIGEST 


Sidelights . 


FLUIDICS 
(Continued from page 90) 


The Simplex Valve & Meter division 
accounts for the next largest part of 
sales, furnishing valve, meter, gauge and 
controller instrumentaton to municipal 
waterworks and sewage disposal plants 
and to industrial water users. 


The metal, food and beverage indus- 
tries account for about 4% each of cor- 
porate income, but stand to grow with 
the population rise and efforis to hold 
down cost of higher living. 

Among interesting developments in 
the food field are the recently imple- 
mented line of accurate hi-speed can- 
filling equipment for frozen orange- 
juice, baby food, soup, syrups, aerosol 
products, etc., and a new market for 
Ranarex gas analyzers as humane gas 
slaughter of animals becomes. manda- 
tory. This instrument also has proven 
advantages over many more costly chem- 
ical, electrical and optical methods of 
analysis in gas wells, refineries, pump- 
ing stations, and in chemical and metal- 
treating plants for metering, blending 
control or for sensing explosive or toxic 
conditions. 


Room to Grow 


In the home appliance field, the water- 
softener has attained only a minute per- 
centage of market saturation, a field 
which the company officials agreed is 
capable of almost unlimited development 
but one which requires intensive dealer 
and institutional promotion. The corro- 
sion-resistant glassed-steel tanks and re- 
actors, centrifuges, evaporator-stills, heat 
exchangers and dryer-blenders (such as 
used in pharmaceutical work and for 
quicker, cheaper food sterilization) are 
showing record sales and earnings. How- 
ever, the water, waste and chemical 
treatment equipment of Permutit are 
considered to have an even greater po- 
tential, tying in as they do not only to 
population growth and patterns but also 
with technological trends. 

The company produces its own spe- 
cial glass to be applied to steel and 
devotes a major portion of R&D funds 
in this direction in the hope that prom- 
ising new fields may be developed to 
taks advantage of its unique fusing 
properties. 

Since the company was the prime con- 
tractor for emergency kits used on ships, 
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lifeboats and aircraft during the war to 
convert salt to potable water, the ques- 
tion was posed as to their position in 
and estimate of the field of desalination 
activity. Mr. Miner expressed the view 
that the foreseeable possibilities of large- 
scale conversion had been over-glamor- 
ized in the press. Costs are still far 
from competitive except in localized sit- 
uations. 

Cost of energy, the company officials 
emphasized, is the key factor and al- 
though the present methods are basic- 
ally one of either evaporation or ion 
exchange via membranes, they feel that 
the breakthrough may come in a differ- 
ent manner. A wait-and-watch attitude 
is believed more logical for them, espe- 
cially as contrasted with the possibilities 
of waste treatment which they charac- 
terized as “gold nearer the top of the 
ground,” since salinity poses a different 
problem from that of ground, or even 
brackish, water. 


Cooperation the Keynote 


A significant sidelight on management 
thinking is found n the decision that 
each plant merited more autonomy as 
sales expanded, subject to head-office 
consultation and review, research co- 
ordination, technical training and con- 
sideration or application of findings of 
management consultants or research in- 
stitutes with which the company collabo- 
rates. The 100-plus team of field men, 
as well as plant men, are trained not 
only for sales but for technical service 
via recruitment methods and _ inside 
training. Supplement- 
ing this is a program 
of seminars for key 
customers at Roches- | 
ter where company 
officials and academic 
and practicing au- 
thorities lead panel 
discussions on current 
customer problems 
and company devel- 
opments. 

In a frank summary 
appraisal of the 
plusses and minuses 
of the business, Mr. 
Gaudion also cited the 47 
lower profit margin 7 & 
of industries in a = 
more mature or less ™ 
glamorous stage — as | 
compared with some 
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Stainless steel vacuum pans for processing jams and jellies. 
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transistor or electronic manufacturers, 
but pointed out that Pfaudler Permutit 
is now able to rely upon a_ broad 
base of service to basic industries, has 
virtually no undesirable turnover of 
key people but rather a development in 
depth and youth incentive, has made 
much progress in compensating for the 
cyclical nature of most capital goods 
producers, and has a strong and profit- 
able foreign set-up. In addition, foreign 
operations are not only producing more 
goods for an expanding economy and 
more profitable pay-through, but are 
also providing a stimulating exchange of 
experience and imagineering for prod- 
ucts of tomorrow. 


Conservative Viewpoint 


A simple capital structure, strong 
working capital position and conserva- 
tive financial polices have characterized 
Pfaudler’s operations for many years. 
This is all the more remarkable for the 
fact that an important portion of sales 
is represented by big-ticket items, many 
of them custom-engineered, on which 
there is an inevitable time lag between 
receipt of order and final billing. Debt 
consists of $403,000 of 414% notes 
which will be retired over the next three 
years, plus a $3 million insurance com- 
pany credit at 514% to be retired over 
15 years. Of the latter, $1.8 million was 
taken down in March 1958 and the bal- 
ance of $1.2 million was utilized in Feb- 
ruary 1960. The sole remaining capital- 
ization is 545,000 shares of common 
stock, 
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Prior to the Permutit acquisition in 
October 1957, Pfaudler’s equity was 2 
praised in the market at very modes: 
p/e ratios, in spite of its steady earnings 
and dividend record, payments having 
been made since 1902 with omissions 
only in 1933 and 1939-40. With only 4 
small number of shares available for 
trading over the counter markets, it is 
not strange that the company attracted 
scant general investor interest until the 
happy combination with Permutit. 

Corporate expansion presents manv 
complex motivations. Some mergers or 
acquisitions are merely for expansion of 
volume or to acquire added facilities or 
perhaps management, but when the com- 
ponents are as complementary as Pfaud- 
ler and Permutit the sum total becomes 
more effective than the separate parts. 
Growing investor awareness of this fact 
has been reflected in the market price 
of the stock of the new company, now 
owned by some 3,800 shareholders, pre- 
sumably on the assumption that its com- 
manding position in these growth areas 
warrants a higher estimate of earnings, 
as well as assuring greater stability. 


Sound Growth Basis 


There seems substantial logic in the 
belief that the integrated operations of 
the new organization now face an ex- 
cellent opportunity to expand markedly, 
both over the immediate and intermedi- 
ate term. Demands for water for in- 
dustrial uses call for reduction of pollu- 
tion and purification of supply sources, 
while higher pressures and temperatures 
in industrial processing raise the rate of 
corrosion, with high replacement costs 
and costly downtime, unless it can be 
prevented. 

After the Permutit merger, the 1958 
recession curtailed many of their cus- 


106 


Large chemical reactor being fired under accurate control at 1500-1700°F. 


tomers’ capital equipment programs. 
Orders picked up rapidly in the first 
half of 1959 but, once more, manage- 
ment’s hopes for a record year were 
balked by the steel strike so that ship- 
ments for the year were around $39 mil- 
lion, restricting 1959 profits to a level 
slightly higher than the $2.72 per share 
earned in 1958. 


With steel now available in the wide 
variety which their specialized lines de- 
mand, management is swinging into 1960 
aggressively, with determination to set a 
new sales record both domestically and 
in foreign markets. Mr. Gaudion report- 
ed the order backlog at $17 million at 
year-end, with new orders coming in 
briskly. The industrial sales force has 
been augmented to some 100 men; these 
representatives are carefully selected and 
trained in their specialized lines and field 
efforts are backed by consistent advertis- 
ing in respective trade media. While the 
chemical, drug, paper and food industries 
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Exhibit of Pfaudler Werke, A.G. at trade exposition in Germany. 


represent the most important volume out- 
lets, products and services of the com- 
bined companies now cover a very broad 
cross section of business. The reputation 
of the constituent divisions in their fields 
is such that Pfaudler Permutit represen- 
tatives are usually assured of a respectful 
hearing when equipment plans are under 
discussion. 


Overseas Business Impressive 


With United States corporations evinc- 
ing ever greater interest in acquiring pro- 
duction facilities in strategic areas to 
serve world markets, it is noteworthy that 
Pfaudler Permutit has been well estab- 
lished with its 100% owned Germany 
subsidiary Pfaudler-Werke, A. G., since 
1907, giving it a strong position in the 
European Common Market. It has also 
held a 50% interest in Enameled Metal 
Products Corp. Ltd. in Scotland since 
1933 to serve the British Commonwealth. 
A minority one-third interest in Shinko- 
Pfaudler Co., Ltd, in Japan has covered 
the Far Eastern areas since 1954 and 
Arteacero-Pfaudler, S. A., 85% owned 
since 1956, and 100% owned since 1959, 
cares for Latin American markets from 
Mexico. The latest addition was cash pur- 
chase of Ideal Welding Company Limited 
of Toronto in early 1959 to give direct 
representation in the Dominion. 


When successfully conducted, foreign 
manufacturing normally benefits through 
faster expansion and more generous prof- 
it margins and Pfaudler’s experience has 
been a highly successful one, with earn- 
ings from overseas sources accounting 
for approximately half of per share prof- 
its in the past two years. Mr. Gaudion 
pointed out that all improvements have 
been financed through retained earnings 
and with local financing, where needed, 
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without recourse to the parent company’s 
guaranty. 

Queried about foreign activities of the 
Permutit Division, Mr. Gaudion re- 
marked that corporate complications 
have stymied entry into Continental 
Europe and Great Britain. Steps have 
been taken, however, to undertake devel- 
opment work in Far Eastern markets. 


It is apparent that the company’s man- 
agement is solidly enthusiastic about the 
demonstrated success and profitability of 
their foreign operations. Without pin- 
pointing totals, further sound growth in 
sales volume is expected for 1960, with 
special emphasis upon Germany and 
Japan, while the new Canadian facility, 
operating at a loss when acquired, will be 
in a shake-down phase but, it is hoped, 
be in the black on a volume of slightly 
above $1 million. 


Other Strong Points 


The company’s officials have placed 
much stress upon high caliber of techni- 
cal and management personnel because of 
the highly specialized character of the 
company’s lines and every effort is made 
to keep all echelons of these groups intact 
through ebbs and flows of activity. The 
executive staff, according to Mr. Gaud- 
ion, has been built in depth with experi- 
ence and comparative youth as criteria. 
Stock option plans are designed to pro- 
mote the usual objectives of incentive and 
continuity of employment. Company re- 
lations with labor have also been harmon- 
ious and non-contributory retirement and 
pension plans are in force. 


Depreciation for the past two years has 
been around $540,000 annually, Capital 
expenditures in 1958 were $589,000, ris- 
ing to $710,000 in 1959, while some 
$800,000 has been budgeted for 1960. 
Over the past decade, and currently, re- 
turn after taxes on net investment has 
averaged around 11% but management’s 
aim is to boost this figure to 16%. If 
achieved, especially upon stepped-up 
sales volume, this could result in a sharp 
rise in earnings per share. 


With major capital requirements cov- 
ered through the insurance company com- 
mitment, equity financing at this time is 
neither necessary nor in contemplation. 
The annual dividend of $1.40 per share 
has been in force from 1957 to date and 
represents approximately 50% of the de- 
pressed profits of 1958 and 1959. Al- 
though the improved results anticipated 
for 1960 may encourage hopes of a high- 
er dividend, management’s past conserva- 
tism would seem to dictate a little delay 
in this respect. Mr. Miner observed that 
company policy has been to pay out 
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TRUST INVESTMENT 


THE STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 
PROVIDES COMMUNITY BANK TRUST OFFICERS 
WITH SERVICE AS PERSONAL AND INDIVIDUALIZED 
AS YOU GET FROM YOUR FAMILY PHYSICIAN 


It’s true! As a member of the Studley, Shupert Trust Investment Council, 
you are an individual, a personality known by name to the Council Staff 

. and the individuality, the trust objectives of each of your accounts, 
is equally well known. 

Indeed, the relationship of Council Staff and Members becomes so in- 
timate and confidential that it actually is closely akin to your relationship 
with your family physician. And, like your family physician, the Council 
Staff is available to you at all times, whenever an account problem arises. 

Unlike your family physician, however, the Staff is not composed of 
general practitioners. Instead, it is a group of competent, experienced, 
trust-minded specialists. And their research facilities for studying and 
analyzing the complications of individual account problems from a trust 
viewpoint are second to none. 

Also, unlike your relationship with your physician, your Council 
Membership is not just an aid in times of emergency. Again and again at 
frequent intervals, month after month, the Council sends you its easy-to- 
understand, up-to-the-minute trust investment guide material designed to 
help you keep all of your accounts in good health. 

We will be happy to tell you more about the advantages of Council 
Membership without obligating you in any way. Write today to Dept. TE-62. 





STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 


mw NG 1617 PENNSYLVANIA BLVD., PHILADELPHIA 3, PA. 


COUNCIL 


24 FEDERAL STREET, BOSTON 10, MASS. 
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roughly 50% in dividends, supplemented 
by occasional more substantial stock dis- 
tributions than would be possible on an 
annual basis. 

Although Pfaudler Permutit is largely 
engaged in production of capital goods 
and therefore in some degree sensitive to 
variations in industry spending, its activi- 


ties embrace such a wide range of ex- 
panding operations and uses that a large 
part of this alleged demerit is nullified. 
New product development is being active- 
ly pushed and 1960 research is budgeted 
at around $1.4 million, a figure which 
management hopes will represent about 
3% of domestic sales volume. Coupled 


with the prospective dramatic growth 
prospects in foreign markets and the real- 
ization that the two years since acquisi- 
tion of Permutit have been spent in re- 
alignment and shaking-down its organi- 
zation, the company would now seem to 
be on the threshold of realizing its com- 
bined potentials in much greater degree. 





EQUITY CHAN 


OMMON STOCKS OF 136 COMPANIES 
C were newly purchased and those of 
111 were completely sold out by one or 
more of the 227 Common Trust Funds 
that reported to TRUSTs AND EstarTEs for 
the quarter ending December 31. These 


ES IN COMMON 


figures compare with the respective to- 
tals of 178, 137 and 238 in the previous 
quarter (see T&E, Nov., p. 1106). 

Of the companies whose stocks were 
newly purchased in this quarter eight 
are additions to the overall list of Com- 


TRUST FUNDS 


mon Trust Fund holdings as of the end 
of 1958. These are designated by an 
asterisk in the accompanying listing. On 
the other hand, three of the companies 
whose stock was sold out thereby disap- 
pear from the list. 





™*N’? and “S” columns refer to number of Funds, reporting this quarter, that newly purchased or sold out that stock 


. “H” column represents total number 


of Funds now holding that stock according to latest reports; i.e. 1958 year-end figure (TRE, April 1959, p. 342) adjusted for subsequently reported changes, 


asterisk denoting new additions. 
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MINIMIZING INVESTMENT RISKS OF 
New Propucts AND PROCESSES 


The accelerated pace of modern tech- 
nology is spawning new products and 
processes every day and new enterprises 
arise to exploit them. The incidence of 
failure is high but these ventures still 
remain a sore temptation to the wise as 
well as to ihe unwary. Even before any 
real success is assured, there is still the 
virtual certainty of excessive speculative 
enthusiasm and then the normal unfore- 
seen discouraging hurdles — financial, 
operating, technical. 

For the less venturesome, and those 
who cannot afford the risks of investing 
in new ventures, there are alternative 
methods of speculating on important 
technological innovations without the 
unacceptable risks of the strictly venture 
situation. The going company with es- 
tablished earnings is not exactly a 
stranger to modern technology, and a 
number of these have been virtually 
transformed by new products or proc- 
esses that were reasonably exclusive and 
unique. Particularly happy recent ex- 
amples might be Brunswick-Balke-Col- 
lender with its automatic pinsetter for 
the bowling alley trade or the Leesona 
Corp. (formerly Universal Winding) 
with its Unifil machine for the textile in- 
dustry. Brunswick Balke’s pinsetter, it 
will be argued, was not unique, having 
followed in the footsteps of American 
Machine & Foundry’s pinspotter which 
had invaded the former’s bowling alley 
equipment business. However, it is now 
apparent that the need was great and the 
market large enough and growing fast 
enough to readily accommodate two 
rivals in this field. 

It might be added that beyond the 
excellent potential of its textile machine- 
ry, Leesona has been given an added 
market fillip by its initial success in fuel 
cell development. Its fuel cell was the 
first to be ordered on a test develop- 
mental basis by the military, demonstra- 
ting that the race may go to the swift 
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as well as to the big and strong. How- 
ever, the fuel cell is very much in fash- 
ion these days and is not an exclusive 
realm for Leesona. Whereas Brunswick- 
Balke and American Machine were able 
to divide up a large and expanding mar- 
ket, the fuel cell field is wide open. 

It is the unique, proprietary product 
or process that offers the more assured 
future and a measure of protection from 
competition. In some instances, exclu- 
siveness will enable the company to rent 
or lease rather than to sell outright its 
products or processes, thereby enabling 
it to develop a relatively dependable, 
built-in source of rental income that se- 
curity markets are often disposed to 
appraise quite highly. Some rental ar- 
rangements may also generate a sizable 
volume of cash from depreciation. 

It is only fair to note that the older 
established businesses of both Leesona 
and Brunswick-Balke left a little some- 
thing to be desired. Their earnings per- 
formances were lacklustre at best, and 
this was one reason why their subse- 
quent success was so dramatic. This is 
also why they must be regarded as ex- 
treme examples of the type of company 
that is the subject of this article. The 
principle, however, remains fundament- 
ally unchanged. It is possible to specu- 
late on innovations of established busi- 
nesses where the equity has more sub- 
stance than in either Brunswick-Balke or 
Leesona before introduction of their new 
machines. By the same token, however, 
their appreciation potentials may not be 
quite as outstanding. 

Needless to say, if General Motors had 
brought out the pinsetter or the Unifil 
machine or both, the impact on earn- 
ings would have been all but lost in the 
vast scope of its activities. It is the small 
and moderate sized company that stands 
to realize the greatest benefit from de- 
velopment of new products or processes 
that superimpose large additional earn- 
ings on income from an already estab- 
lished business. 

One should be prepared to expect the 
usual pains and delays of .any major 
new venture and often the earnings 
drain occasioned by extraordinary ex- 
pense of bringing new lines to the light 
of day. Moreover, there is often the 
usual penalty of a premium in the price 
of the stock, depending on the potential 
of the new product. In a very real sense, 
however, the risk is measurable and 
limited by the presence of existing earn- 
ings sufficient to provide basic value to 
the equity during gestation of the new 
product and indeed to “bail out” the 
holder in time, even if the hoped-for- 


development should not reach its poten 
tial. Many electronic stocks have an un 
questionably impressive potential bu’ 
often their values are not measureabl 
in the traditional market sense. Situa 
tions of the kind combining establishec 
earnings and some of the possibilities 
inherent in promising new ventures high 
light a possible area for fruitful invest- 
ment either in the mixed markets fore 
seen by some observers or, for tha‘ 
matter, in any market but a thorough 
going bear one. 

The successes of the Brunswick-Balkes 
the Leesonas and the American Machine 
& Foundries are part of the past and th: 
present. What companies have yet to 
realize similar benefits? One might be 
Cluett Peabody. The inventive genius 
that created the sanforizing process has 
now combined with West Virginia Pulp 
& Paper’s extensive knowhow to pro- 
duce a stretchable form of paper which 
adds greatly to toughness and durability 
of the product making it much more 
resistant to impact damage. Leading 
paper companies have already taken out 
licenses on the Clupak process. 

American Steel Foundries is another 
company that might be worthy of con- 
sideration. Its pressure molding process 
permits elimination of a series of im- 
portant and expensive steps in _ steel- 
making between the open hearth furnace 
and the semi-finished product. Potential 
savings to the industry are expected to 
be considerable thereby justifying an 
attractive royalty rate. U. S. Steel 
thought enough of the process to under- 
take development work for part of the 
royalty. 

Electric Storage Battery is one of 
many companies working on a fuel cell 
which would stand to benefit from the 
development of a market for electric 
delivery trucks such as those being made 
by Cleveland Vehicle Co. that will use 
large and expensive Exide batteries. Of 
special interest is its microporous plas- 
tics for which the company recentl; 
joined forces with Reeves Bros. in con- 
struction of a pilot plant to produce 
these materials for wearing apparel and 
other end uses. The product has excellent 
insulation qualities and is impervious to 
water, yet can “breath,” much as textile 
fabrics do, thereby permitting vapors 
and gases to pass. An outcome of work 
on battery separators, this product has 
possibilities in rainwear, exposure suits 
for the military, protective wear of all 
sorts, bandages, babies’ underpants, hos- 
pital sheets, water purification and many 
other applications. 

Calumet & Hecla’s strubing is another 
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new product that may eventually add 
cousiderably to its earnings. This is a 
fla' ribbon-like tube inflated at the point 
of use. It may greatly extend the range 
of application of tubing and appears to 
have wide possibilities in construction, 
rockets and missiles, the chemicals and 
rocessing industries, etc. Strubing has 
the added merit of being compact there- 
by reducing shipping and handling costs. 

Finally, reference might be made to 
Universal Match with its automatic bill 
changer which may greatly extend vend- 
ing machine operations. 

None of the companies here mentioned 
will realize any significant earnings 
from their prospective products or proc- 
esses at least for a year and in some 
instances considerably longer. Accord- 
ingly, investors must approach these is- 
sues with a certain amount of patience. 
However, all of these same companies 
are realizing fairly good earnings from 
older established lines and in general 
they offer the prospect of increased 
profits in 1960 in the context of an ac- 
tive economy now widely anticipated. It 
is important to emphasize however, the 
Cluetts, American Steel Foundries and 
the others are cited here only for illu- 
strative purposes. There are, of course, 
other equities that combine entrenched 
earnings with dynamic prospects of a 
major new process or product on a 
reasonable and measurable value basis. 
The advance of science and technology 
certainly will continue to provide such 
opportunities for the alert investor to 
“have his cake and eat it too.” 

Lewis KoPe. 
HIRSCH & CO. 
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Mutua. Funps’ SaLes at HicH 


Vance, Sanders & Company, Inc., 
the nation’s largest distributor of mu- 
tual fund shares sold through invest- 
ment dealers, last year recorded the 
highest sales volume in its 25-year his- 
tory. Sales of shares of the five mutual 
funds in the company’s group crossed 
the $200 million mark, for the first time, 
reaching $223,683,752. The five funds 
include Massachusetts Investors Trust, 
Boston Fund, Massachusetts Investors 
Growth Stock Fund, Canada General 
Fund Limited and Century Shares Trust. 
Their total net assets rose to $2,260,893,- 
808 by the end of 1959, 
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e E. Deane Kanaly, trust officer, Bank 
of the Southwest, Houston, spoke at a 
luncheon meeting of the Petroleum Elec- 
tric Club on February 2. His subject was 
“The High Cost of Dying.” 
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YALE & TOWNE 
288th Quarterly Dividend 


37Y2¢ a Share 
eS Payable: 

April 1, 1960 
Record date: 
Mar. 15, 1960 


Declared: 


Jan. 18, 1960 


Elmer F. Franz 
Vice President 
and Treasurer 
THE YALE & TOWNE orc. co. 


Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 


























Cash dividends paid every year since 1899 





PHELPS DODGE 
CORPORATION 


» 


The Board of Directors has 
declared a first-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable March 10, 
1960 to stockholders of record 
February 19, 1960. 


M. W. URQUHART, 
Treasurer. 


February 4, 1960. 
































SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 84 


A regular quarteriy divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able March 14, 1960 to 
stockholders of record at the 
close of business on Febru- 
ary 29, 1960. 

W.S. TARVER, 
Secretary 
Dated: January 16, 1960. 


























DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on January 14, 1960, 
declared a regular quarterly divi- 
dend of twenty-four cents (24c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able February 29, 1960, to stock- 
holders of record January 29, 1960. 


Lgroy J. SCHEUERMAN 
Secretary 
CENTRAL AND SOUTH WEST 


CORPORATION 
Wilmington, Delaware 








January 27, 1960. 








Consecutive Cash 
Dividend On 


Common Stock 


AMERICAN 
ELECTRIC POWER COMPANY 


A regular quarterly dividend of Forty-five cents ($.45) per 
share on the Common Capital Stock of the Company, issued 
and outstanding in the hands of the public, has been declared 
payable March 10, 1960, to the holders of record at the 
close of business February 8, 1960. 


American Electric Power provides electric service to more than 
5-million people in Indiana, Michigan, Ohio, West Virginia, Virginia, 
Kentucky and Tennessee. 


W. J. ROSE, Secretary 
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ON THE THRESHOLD 


Department of Commerce figures just 
released show national income of nearly 
$400 billion topping the previous 1957- 
58 record years by approximately 10%, 
quite a remarkable performance when 
one recalls that more than half a million 
steel, mine, metal and_ transportation 
workers were idled during varying por- 
tions of the nearly four months of mill 
shutdown. Personal savings, however, 
were adversely affected by work stop- 
pages, although savings during the first 
half were already dropping below the 
1956-58 range. 

The new decade is being hailed with 
all manner of glowing adjectives and a 
rash of long-range forecasts sees the 
economy rising to new heights with 
greater per capita income and more leis- 
ure for a vastly larger population. Dr. 
George Gallup’s Institute of Public Opin- 
ion in a survey in Look Magazine just 
after the turn of the year found Ameri- 
cans “fantastically optimistic about the 
future” and evincing “a current mood 
which may be described as relaxed, un- 
adventurous and satisfied and which 
seems to permeate the entire nation, ir- 
respective of geographic area or eco- 
nomic or social level.” This is pretty 
heady prose, concurred in by 78% opti- 
mists vs. only 15% pessimists among 
those questioned. The further statement 
that “Americans are not in a worrying 
mood” would appear a classic under- 
statement. 

There are unquestionably numerous 
favorable factors which could make the 
coming decade one of unparallelled 
growth and prosperity but this happy 
condition will not just come about auto- 
matically because of a “population ex- 
plosion” or any combination of pat 
phrases or hopeful wishes. With all the 
tremendous opportunities, there are some 
potential roadblocks ahead. 

Foremost among the “musts” if the 
’60s are to live up to advance billing is 
an enlightened public attitude toward its 
responsibility to see that Congress fol- 
lows orthodox economic precepts to pro- 
tect the dollar. To believe that the United 
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States can continue to sustain the world 
on its shoulders unaided and still cater 
to demands of organized minorities may 
well prove far too costly. Notwithstand- 
ing a balanced budget, objectives should 
be confined to actual needs rather than 
the theoretically desirable. With annual 
expenditures aiming toward $100 billion 
and federal debt approaching the $300 
billion mark, it is time to face realities 
rather than bend to political expediency. 

The federal tax structure has often 
been criticized for its disproportionate 
dependence upon the vagaries of personal 
and corporation income taxes and the 
steeply progressive rates of surtax which 
tend to stifle new enterprise, not to forget 
the additional “freezing” due to the capi- 
tal gains provisions. About 87% of per- 
sonal income tax receipts comes from the 
basic 20% flat rate; hence, the balance 
from the steeply graduated brackets cov- 
ers, in general, the most logical source of 
the new capital needed if the grandiose 
plans for the 60s are to be implemented. 
Equipment investment per worker is still 
rising with the price level and the in- 
creasing complexity of industrial proc- 
esses will intensify this trend. Where will 
the capital come from unless the tax laws 
are so drawn that they leave the individ- 
ual something to save and give him the 
incentive to invest it gainfully, with the 
assurance that his dollar will continue to 
have a sound value? 


There likewise looms large on the hori- 
zon the still unsolved problem of holding 
labor unions to accountability for their 
actions when they clash with overall pub- 
lic interest. Union members are part of 
the public, too, and their leaders would 
do well to remember that “gains” are 
often illusory and their apparent benefits 
negated by compensatory “gains” by 
other labor groups, 


Inasmuch as Utopia has never been 
attained even in extremist religious com- 
munities lacking mercenary motives, it 
would be futile to look for it in a profit- 
and-loss economy. History shows only too 
clearly, however, that there is always a 
penalty for continuing to ignore eco- 
nomic laws. If the United States is to 


reach new heights of population and busi 
ness indices in the 1960's, it should nov 
try to repair flaws in the foundation s 
that the structure may be kept sound an: 
in plumb throughout. 


PAUSE FOR REFLECTION 


It takes something out of the ordinar: 
like the January decline to surprise th 
professional, wise in the ways of the stocl: 
market. After the first two sessions of the 
new year topped the 1959 high registere: 
on December 3lst, the stock list weni 
into a steady tailspin which marked down 
the DJ industrial average by a shade un- 
der 10%. While this may not toll the knell 
of the sharp rise of the last two years, it 
is not an inconsiderable correction. 

Failure of volume to pick up on the 
way down was noteworthy. Liquidation 
was steady rather than necessitous and at 
no time was there a selling climax. Odd- 
lot buying remained heavier than selling 
throughout. Large institutional buyers 
were apparently disposed to sit back and 
round out pet positions and, while their 
buying was not aggressive, it was report- 
edly stepping up toward the close of the 
month when prices were around their 
worst, pension and mutual funds being 
the principals. 

With 1960 indices pointing to a record 
volume of business and earnings in many 
lines, one can hear the opinion that the 
market is sensing labor troubles or a 
down turn in the second half or in early 
1961. Others believe it reflects a change 
in investor psychology about the expecta- 
tion of continuing inflation, now that 
President Eisenhower envisions a debt 
reduction of over $4 billion in the coming 
budget year. Whatever the reason for 
January’s sharp backdown from previous 
highs, majority opinion appears to expect 
another forward move in selected stocks 
when present uncertainties are out of the 
way. 


Firm To Ristnc Money Rates 


With no apparent slackening in de- 
mand for bank credit in an already tight 
money market and with indications that 
restrictive Federal Reserve policies will 
be continued, the 1960 outlook is for con- 
tinuing comparatively high interest rates 
and perhaps even a chance of some mod- 
erate increase. There is likewise an indi- 
cated deficit of $1.1 billion in the supply 
of long-term investment funds, about the 
same as one year ago, estimated in the 
recent annual survey prepared by Girard 
L. Spencer of Salomon Brothers and 
Hutzler with the assistance of a group of 
industry specialists. 

Mr. Spencer notes that changing inter- 
national relations, federal legislation or 
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labo: upheaval can cause reappraisal of 
thes’ conclusions but, despite the possi- 
pility that interest rates may still stiffen 
somewhat, he looks upon current yields 
on corporate and tax-exempt obligations 
as “sufficiently attractive to warrant com- 
mitnient of available long-term funds.” 

Although Treasury financing is ig- 
nored in the totals, their operations will 
affect interest rates throughout the mar- 
kets, depending upon the latitude granted 
to the Treasury in handling its long-term 
needs, If Congress eases the 41/4, % limita- 
tion, Mr. Spencer believes that advance 
refunding offers will be made to some 
present holders and limited amounts of 
long-term bonds sold for cash. 


SUPPLY OF LONG-TERM FUNDS 
(in billions) 


ij Insurance —— $ 4.9 
Mutual Savings Banks - #43 
Savings and Loan Ass’ns. .- $ 6.6 
Corporate Pension Funds 

(uninsured) —.___ po ee ae 
State and Municipal Pensions __..$ 1.9 
Fire and Casualty Insurance. $ 1.3 

' Individuals, personal trusts, non- 


corporate pension funds, foreign 
accounts, non-profit organizations.$ 6.9 
Total Supply __.... $26.6 


DEMAND FOR LONG-TERM FUNDS 
(in billions) 

Mortgage Financing ______ 

Based on estimated starts of 
1,150,000 housing units, and a 
gross demand for mortgage funds 
of $27.8 billion, less estimated 
amortization and repayments of 
$10.8 billion; Government Agency 
purchases of $0.8 billion, and com- 
mercial bank acquisition of $1.3 
billion. 

State, Municipal, and Public Rev- 
enue Authority Financing _.__ $ 3.9 
Estimated gross borrowing (ex- 
cluding refundings) of $7.6 bil- 
lion, less maturities and sinking 
fund purchases of $3.1 billion and 
$0.6 billion of commercial bank 
acquisitions. 

Net Corporate, Foreign and Inter- 
national Bank Financing __. 
Estimated gross flotations of $8.6 
billion of domestic bonds, $0.5 bil- 
lion of foreign and International 
Bank issues, and $2.8 billion of 
preferred and common shares, less 
estimated maturities, sinking fund 
and other redemptions of $3 bil- 
lion. 

Total Demand ___ 

Indicated Deficiency 


$14.9 


$ 8.9 


_.. $27.7 
mF * 


While the money deficits in 1959 and 
1960 are roughly equal, the total market 
has risen some $3 billion on the demand 
side, with the major bulge in mortgage, 
corporate and miscellaneous demand. On 
the supply side, savings and loans are up 
over cne billion while mutual savings 
banks »re down nearly one billion. Non- 
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insured pension funds are higher by only 
$400 million but individuals, personal 
trusts and other miscellaneous sources 
are by far the star performers with an 
advance of $1.8 billion to a total of $6.9 
billion. 


A AA 


e First National City Trust Co., New 
York, has ordered four Farrington Opti- 
cal Scanners to be used in its dividend 
disbursement operation. The Scanner 
reads the account numbers on the checks 
and punches those numbers back into 
the checks so that they can be automati- 
cally processed after the checks have 
been cashed. 


New York Trust Division 
Reports 10-Year Survey 
of Investment Performance 


The high quality of corporate trustee- 
ship and the wisdom of giving the trus- 
tee investment discretion were highlight- 
ed by the results of a survey reported to 
the New York State Bankers Association 
at its annual Mid-Winter meeting held 
January 25 in New York. The survey 
made by the Association’s Trust Divi- 
sion covered 32 trust departments in all 
sections of the State with 6,500 trust 
accounts holding aggregate assets of $1,- 
042,000,000. The study, covering a pe- 
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IBM 


180TH CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable March 10, 
1960, to stockholders of 
record at the close of busi- 
ness on February 10, 1960. 


C. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22,N. Y. 
January 26, 1960 
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INTERNATIONAL BUSINESS MACHINES CORP. 
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| Southern California 


Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 40 
25/2 cents per share; 


4.24% SERIES 
Dividend No. 17 
2612 cents per share; 


4.78% SERIES 
Dividend No. 9 
297/, cents per share; 


4.88% SERIES 
Dividend No. 49 
301/2 cents per share. 


The above dividends are pay- 
able February 29, 1960, to 
stockholders of record Febru- 
ary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, February 29. 


P. C. HALE, Treasurer 


January 21, 1960 


riod of ten years, showed that the aver- 
age trust experienced an increase in in- 
come of 45% and a growth in market 
value of 64%, Robert M. Lovell, chair- 
man of the Division and senior vice 
president of The Hanover Bank, stated 
in his report to the Association. The in- 
vestment performance of the up-state 
banks compared very favorably with 
those in New York City, he said. 


The importance of giving the trustee 
investment discretion was clearly evi- 
dent. For each dollar of income increase 
in legal trusts the discretionary trusts 
went up $1.20 and for each dollar of 
market value increase in legal trusts the 
discretionary trusts rose $3.25. 


The opinion of 148 attorneys who re- 
plied to an inquiry was unanimous as 
to advising clients to give trustees full 
discretion. In regard to the law, 87% 
favored a full prudent man amendment, 
8% wanted to increase the percentage 
formula and less than 5% preferred the 
present law. The Division’s major ob- 
jective for 1960, Mr. Lovell noted, was 
the adoption of the full Prudent Man 
Rule. The drive has been spearheaded 
by George C. Barclay, first chairman of 
the Trust Division and now contributing 
editor of TRUsTs AND EstTaTEs, who en- 
listed a committee of “Minute Men” in 
all sections of the State. The New York 
State Bar Association approved the bill.* 


Recent legislative changes in commis- 
sion rates and method of computing 
trustee’s commission (1956), the per- 
missable duration of trusts (1958) and 
the accumulation of income for adults 
(1959) were cited by Mr. Lovell in con- 
nection with the expansion of trust busi- 
ness. The seven regional Spring Meet- 
ings and the Annual Conference broke 
all previous attendance records. The 
Trust Administration School at its first 
session in June had 31 students and a 
faculty of five lawyers and 12 trustmen. 
The 1960 class will be enlarged to forty. 


The Bank Fiduciary Fund at 1959 
year-end was valued at $107.54 per 
share contrasted with an average cost of 
$104.71. Income for the fiscal year end- 
ing April 10 is estimated at $4.09, up 
from $4.02 last year. For the five years 
of its existence the Fund has held a 
consistent record of increased yield to 
beneficiaries. Assets of $8,327,000 com- 
pare with $7,238,000 a year ago. The 
number of banks using the Fund in- 
creased by 4 to a total of 49. 


*As this issue was going to press, the State As- 
sembly rejected the bill, 76 to 67, the principal ap- 
parent reason being the fear of entrusting unlimited 
powers to individual trustees.—Ed. 





National 
Distillers 
and 
Chemical 
Corporation 








DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share on the outstand- 
ing Common Stock, payable on 
March 1, 1960, to stockholders 
of record on February 11, 1960. 
The transfer books will not close. 
PAUL C. JAMESON 
January 28, 1960. Treasurer 











R. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 














QUARTERLY DIVIDEND 


A quarterly dividend of 55c 

per share has been declared 

on the Common Stock of the 

Company, payable March 5, 

1960 to stockholders of rec- 

ord at the close of business 

February 15, 1960. 

W. J. CONRAD, 

Secretary 

Winston-Sa.em, N. C. 

January 14, 1960 











CONTINENTAL 
C ini COMPANY, Inc. 


173rd 
COMMON DIVIDEND 


A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable March 15, 
1960, to stockholders of 
record at the close of 
business February i9, 
1960. 


61st 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.9334) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable April 1, 1960, 
to stockholders of rec- 
ord at the close of busi- 
ness March 15, 1960. 


JOHN N. CARTY, 


Treasurer 
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OR ANYONE WHO FOLLOWS THE ELEC- 
fk tric industry, here’s an interesting 
little game; without checking, make a 
list of all the electric appliances in your 
home that you can remember. Then 
make a physical check and compare. It’s 
almost a sure bet you use electricity 
more ways than you thought you did. 
Most people are surprised at the actual 
figure. 

Electric utility companies often urge 
this game on their customers to empha- 
size value received and to help explain 
why electric bills increase although the 
price per KWH generally holds the line. 
(Sometimes, too, they use it to help 
“prepare” customers for a rate in- 
crease.) The companies like to point out 
how much one cent of electric power 
will do in the home; for instance, it 
will brew about 20 cups of coffee, or 
clean 12 room-size rugs, or light a 150 
watt bulb for two hours, or cook a full 
meal for one person. 

Now let’s carry our game a step fur- 
ther and add up the approximate pur- 
chase price of all our home appliances. 
Again you'll probably be surprised to 
know that you undoubtedly have a 
greater investment in electric devices — 
a number of them unknown ten years 
ago — than your electric utility com- 
pany has in pro-rated facilities to serve 
you. To take a single example, consum- 
ers have paid, conservatively, some $10 
billion for the 45.5 million television sets 
in use today. (Incidentally, it is estimat- 
ed that the public has paid out another 
$10 billion on repairing and maintain- 
ing these sets. ) 

This leads us to a point rarely made 
but very important: the capital invest- 
ment in the home, on the farm and in 
the factory in devices to utilize electri- 
city exceeds manyfold both the electric 
utility industry’s investment and the cost 
of ele ‘ricity to the consumer. Not that 
the incustry’s plant investment is small 
— it totals over $46 billion and the elec- 
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ON THE ENERGY FRONT .. . 


ROBERT RESOR 


Vice Prezident, Bozell & Jacobs, Inc., in charge of Nuclear Energy Division = 
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tric utilities have about $4.50 invested 
for each $1.00 of annual revenue, com- 
pared with about 45c for the average 
manufacturer. 

Philip Sporn, president of American 
Electric Power Company, emphasized 
this point in his thought-provoking testi- 
mony last October before the Automa- 
tion and Energy Resources Subcommit- 
tee of the Congressional Joint Economic 
Committee: 

“Energy is essential to operate the 
capital equipment which, when applied 
to production processes, increases pro- 
ductivity. The availability of capital, 
therefore, in the form of tools. machin- 
ery and equipment, is a fundamental re- 
quirement to raising productivity and to 
increasing consumption of energy. . . 

“Among the numerous factors that 
determine the extent to which machine- 
ry will be applied to production, avail- 





FORECAST OF ELECTRICAL APPLIANCE 
SALES IN 1960 


Units 3 pn of 
Bed coverings ___.__.3,870,000 2.1 
NE eo 460,000 1.1 
Coffeemakers __...._.. 4,620,000 2.7 
Dehumidifiers — 278,000 9.0 
*Dishwashers ___......... 575,000 9.5 
i. 825,000 5.1 
+Dryers, Clothes _._____. 1,505,000 5.6 
pi, 1,200,000 0 
Frypan-Skillets _______. 4,450,000 31.2 
Irons, Automatic 1,400,000 9.7 
Irons, Steam —— 5,200,000 19.3 
inane: Teaver... 520,000 23.8 
Mixers, Portable _____.. 2,600,000 15.5 
Mixers, Standard _____ 840,000 9.2 
Polishers, Floor 1,177,000 8.0 
*Ranges, Built-in, Elec. 800,000 6.7 
*Ranges, Stand., Elec. 950,000 2.2 
*Refrigerators —_..... 3,800,000 13 
Vacuum Cleaners ____ 3,600,000 5.1 
+Washers, Automatic __.3,195,000 5.9 
+Washers, Conv. ___-.... 895,000 10.0 
*Water Heaters, Elec. 750,000 1.3 


*NEMA +AHLMA fitalics indicate decrease. 
Reproduced by permission of Electrical Merchan- 
dising Week, a McGraw-Hill publication. 
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CAPITAL FORMATION ESSENTIAL TO FOSTER 
GROWTH IN POWER USE 
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ability of capital is crucial. The cost of 
energy-consuming equipment far ex- 
ceeds the cost of electric energy required 
for operation and the capital cost of the 
electric-energy-producing facilities. This 
is true equally of an electric shaver with 
an annual power consumption of one 
KWH and of a gaseous diffusion plant 
with annual consumption in excess of 
17 billion KWH. (See table, p. 118.) 

“It is the growth and wide distribu- 
tion of disposable income that has made 
it possible for the consumer to purchase 
the great number of electric appliances 
now available in the United States and 
which account for his large use of power 
in the home. Because even in the home 
the availability of capital or income 
from which capital can be accumulated 
is an important determinant. I do not 
mean to minimize the role which low- 
cost electric power has played in the 
rapid growth of residential consumption 
of electric energy, but I do want to show 
that that role has not been decisive. 
When a refrigerator, for example, costs 
$400 in capital outlay and the power to 
operate it only about $15 a year, it 
should be apparent that what primarily 
determines whether a family obtains the 
appliance and consumes the power for 
its operation is the cost of the appliance 
and not the cost of the power. If the 
power cost $25 a year, as it would have 
25 years ago, that amount would still be 
small in comparison to the cost of the 
refrigerator.” 

Sporn pointed out that in the U. S. 
“electric energy costs are less than 2% 
of the total value added by all manufac- 
turing. If we were to compare this cost 
with the value of products shipped, the 
figure would be reduced well below one 
per cent ... It is only in those industries 
where electric energy tends to enter into 
production much as a raw material that 
cost of power is significant.” 

The U. S. industries where cost of 
purchased electric energy exceeds 2% 
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of the value added by manufacture are: 
primary metal industries (4.62%), 








1 CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Forty-eight cents (48¢) 
per share on the Common Stock has 
been declared, payable March 10, 
1960, to stockholders of record at the 
close of business February 19, 1960. 


Quarterly dividends on the 4%, 4.25%, 
4.92% and 5.16% Cumulative Pre- 
ferred Stocks have been declared, pay- 
able March 31, 1960, to stockholders 
of record at the close of business 
March 18, 1960. 


G. R. Cook, Treasurer 
February 2, 1960 














INDUSTRIES, INCORPORATED 


Common Dividend No. 161 


A dividend of 62'2¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
March 15, 1960, to stock- 
holders of record at close 
of business February 26, 
1960. 





C. ALLAN FEE, 
Vice President and Secretary 


February 5, 1960 
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Manufacturer of the Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y 
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' quarterly dividends 

| have been declared as follows: 
’ Common Stock’ 

; 45 cents per share 

| $4 Cumulative Preferred Stock 
- $1 per share 

' $4.50 Series A Convertib!e Second 
' Preferred Stock 

‘ $1.12 per share 

; 
‘ 
! 
' 
! 
' 
1 
' 
' 
' 
' 
‘ 
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These dividends are payable March 
15, 1960 to stockholders of record 
at the close of business February 
15, 1960. 
JAMES E. MCCAULEY 
Treasurer 
February 3, 1960. 
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paper and allied products (4.28%), 
chemicals and allied products (3.94%). 
petroleum and coal products (3.37%), 
stone, clay and glass products (3.11%). 
and textile mill products (2.70%). 

“The use of electric energy,” Sporn 
observed, “is determined by a complex 
of economic and non-economic factors. 
Only one of these is cost of electric 
energy . . . Much more important in 
determining the establishmeni and ex- 
pansion of electric-energy-consuming in- 
dustries are markets, labor supplies, 
transportation costs, location of raw ma- 
terials for processing. Rarely is it true 
to say that the cost of electric energy 
determines the characteristic of an econ- 
omy.” 

In this country, the leading fuel-pro- 
ducing states rank low in per capita in- 
come: Connecticut and Delaware, the 
two leading states in per capita income. 
produce almost no energy. In the world, 
availability of energy resources does not 
automatically result in high income, al- 
though high per capita income is ac- 
companied by high energy consumption. 
A large part of the world’s fuel reserves 
is located in the less developed areas, 
Saudi Arabia, for instance, and is ex- 
ported elsewhere. 


Deductions and Predictions 


Perhaps the most important conclu- 
sion we can draw is that in the case of 
energy, as in most things, cause-and- 
effect relationships should not be over- 
simplified. Furthermore — 

1. The economic status of a country 
(or a state) correlates with its energy 
use, not its energy resources; and en- 
ergy use depends on many factors, 
political, social and economic. 

2. The above is applicable to the U. S. 
versus the U.S.S.R. In comparing the 
labor productivity of Russia with lead- 
ing capitalistic countries, the statement 
has been made by A. Kats in the Social- 
ist Labor Monthly that “the chief reason 
for the Soviet lag in labor productivity 
behind America is the lower power con- 
sumption and consequently the lower 
technical equipment per worker.” Sporn 
says: “I believe, contrary to Mr. Kats, 
that the reason for the lag is the lower 
technical equipment and the consequent 
lower electric energy use per worker. 
This is a fundamental difference: the 
technical equipment must be available in 
order to use the electric energy. Of 
course, the electric energy must also be 
available when the technical equipment 
is ready to receive energy. But the rela- 
tive costs of equipment versus energy 
are so much greater for the equipment 





INDEX OF SATURATION, JAN. 1, 1960 


(All figures except radio based on 50,600,00( 
domestic and farm electric customers. Radi 





based on 52,000,000 total homes.) > 
Wired homes with Number 
Air conditioners 
COON, oie 6,500,000 128 

Bed coverings 10,800,000 213 

EE oi bcsis nc taadeobeas 3,800,000 75 
I cnc ewan 40,268,000 79.46 

Coffee makers 

(automatic) ____. 27,000,000 53.4 

Dehumidifiers ____.._. 1,325,000 2.6 

Dishwashers _...__. 3,200,000 63 

Dryers, Clothes 

(electric & gas) _.. 9,010,000 17.8 

Food Waste Disposers 4,800,000 9.5 

I csicincsniceranniinns 11,200,000 22.1 

Frypan skillets __ 20,600,000 40.7 

Heaters, portable 

(electric) -..........14,415,000 28.5 

Heating pads ________.19,925,000 39.4 * 

Hotplates __ 12,105,000 23.9 

woners AGOGO OG 

Irons (Standard) __.....44,850,000 88.6 

steam irons: —__.._..___.. 28,200,000 55.7 

Nexers: ............24,000,000 53.4 

Phonographs . 82,500,000 64.2 P| 
ca a ee oe eee? 49,950,000 96.1 

Ranges 

(free standing) 14,500,000 28.7 

Ranges (built-in) 2,700,000 ~=+5.3 

Refrigerators 49,605,000 98.0 

Sandwich-waffler 

(combinations) _...17,615,000 34.8 

Shavers ..-.------ 84,500,000 68.2 

Television __...________._.___ 45,500,000 89.9 

Toasters _._._..__...._.__. 40,195,000 ‘794 

Vacuum cleaners ___.36,700,000 72.5 

Washers, electric 47,100,000 93.1 

Water heaters 9,400,000 18.6 

*Adjusted Jan. 1958. 

**Projected from Nielsen estimate of March 1959. 

Reproduced by permission of Electrical Merchan- 
dising Week, a McGraw-Hill publication. 

a 
. that it is important to underscore 
this point.” 

Similar observations have been made 
by others who have recently visited 4 
Russia. On their farms, there is little 
equipment that uses electricity except 
light bulbs. Today the average Russian 
home uses about 400 KWH per year as 
compared with more than 3.500 KWH 
in the United States. The Russians plan 
to increase this figure greatly in the near 
future, but to do so, they must develop 
a consumer economy along U. S. lines. 
(Power capability of Russia in 1959 
was estimated at 59 million KW versus 
the United States’ 183 million KW: the 
Russian goal for 1965 is 110-112 million 
KW versus the projected U. S. figure of 
245 million KW.) 

3. This discussion should have made i 


clear why it is difficult to forecast future 
production of electric power. The vatri- 
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ables include Gross National Product, 
disp: sable personal income, population 
growih (it is predicted there will be 
204 10 217 million Americans by 1970) 
and technological progress in power 
utilization. In both consumer and indus- 
trial utilization, it is a safe bet that 
there will be at least as much progress 
over the next ten years as in the last 
ten. Actually, based on recent advances 
in electronics, thermoelectrics, automa- 
tion and computer design, it appears 
that we are at the beginning of a new 
era of greatly expanded power use. 

In its year-end report, Radio Corpora- 
tion of America foresees: super comput- 
ers —- smarter, smaller and speedier 
(by as much as a thousand times) ; 
global television in full color, relayed 
by orbiting satellites; electronic systems 
without any moving parts to heat and 
cool the home; electroluminescent panels 
in the walls and ceilings to replace pres- 
ent lighting fixtures; complete electronic 
sight-and-sound systems for new homes 
and apartments; electronic safety de- 
vices for highways and automobiles; 
new electronic aids to medicine to open 
“a new front in the war on disease;” 
educational television on an enormous 
scale. 

Sporn foresees: marked expansion of 
power demand by industry, notably in 
the processing of metals, including ta- 
conite; vast expansion of electricity use 
in new shopping centers for cooling and 
heating; possible development of an effi- 
cient heat storage system which would 
permit an electric heat pump and solar 
heating system to be combined. 

In its annual statistical and marketing 
issue, McGraw-Hill’s Electrical Merchan- 
dising Week reports that 1959 set sales 
records and forecasts that 1960 will be 
a boom year for electrical appliances, 
radios and televisions, with sales of 
some rising as much as 20-30%. Gains 
are expected on 18 out of 22 standard 
products. Sales should total well over $9 
billion compared with $8.5 billion in 
1959. 

4. Against this background, it is clear 
that the electric utility companies face a 
great challenge and opportunity during 
the Sixties. They are expecting to spend 
some $53 billion to meet the nation’s 
growing power appetite, and they will 
have their growing pains. Tight money 
will be no help. But the industry, too, is 
lookins to technological progress. De- 
velopments may include new steam cy- 
cles, sch as the combination steam and 
gas turbine cycle, higher temperatures 
and higher steam pressures perhaps to 
15,000 psi, with new alloys utilized. 
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Larger units are inevitable, beyond the 
600,000 KW projected today. All this 
will bring improved efficiency. 

Nuclear generation, of course, is al- 
ready here and will grow. In addition, 
the doors have now been opened to di- 


rect conversion of heat into electric en- 
ergy through thermionic, thermoelectric 
and magnetohydrodynamic generation, 
holding out the promise of savings to 
utility companies in both fuel and equip- 
ment. 








Uniteo States Lines 


Cc OMPANY 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable March 4, 1960, 
to holders of Common Stock of record 
February 11, 1960. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y 














THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
150th Common Dividend 


The Board of Directors has deciared 
a regular quarterly dividend of 60c 
per share on the Common Stock of 
the Company, payable on March 1, 
1960 to stockholders of record at the 
close of business on February 15, 
1960. 


GEORGE SELLERS, Secretary 
February 5, 1960 











Si ite], 
CARBIDE 


A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable March 
1, 1960 to stockholders of record at 
the close of business Feb. 5, 1960. 


JOHN F SHANKLIN 


Secretary and Treasurer 
UNION CARBIDE CORPORATION 











AiR REDUCTION 


Company, Incorporated 


_2=\ (== 
AIRCO) 1715t CONSECUTIVE 
COMMON STOCK DIVIDEND 


The Board of Directors has declared a 
regular quarterly dividend of 62%¢ 
per share on the Common Stock of the 
Company, payable on March 5, 1960, 
to holders of record on February 18, 
1960, and the thirty-third regular 
quarterly dividend of $1.125 per share 
on the 4.50% Cumulative Preferred 
Stock, 1951 Series, of the Company, 
payable on March 5, 1960, to holders 
of record on February 18, 1960. 


January 27, 1960 
T. S. O’BRIEN, Secretary 




















Cities Service 
CONnPAN Y 
Dividend Notice 


The Board of Directors of Cities Service Company on January 
20, 1960, declared a quarterly dividend of sixty cents ($.60) 


per share on its Common Stock, payable March 


7, 1960, 


to stockholders of record at the close of business February 


11, 1960. 


FRANKLIN K. FOSTER, Secretary 











DIVIDEND 
NO. 50 





TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable March 15, 1960, to stock- 
holders of record on February 11, 1960. 





J. E. IVINS, Secretary 
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COST OF ELECTRIC POWER CONSUMING EQUIPMENT, KWH CONSUMP- 
TION AND COST, AND COST OF U.S. ELECTRIC POWER FACILITIES 


Electric shaver 
Refrigerators 
200-ton gantry crane _- 
100-ton overhead crane (steel mill) 
Turret lathe, 12-inch 





Est. annual power 





Plant and equipment per ton of annual pig 


aluminum including alumina facilities 
Gaseous diffusion plant 


Cost consumption (KWH ) 

ALS $ 25-30 1 
wees 400-450 600 
ea 375,000 40,000 
Eee 263,000 20,000 

32,000 30,000 
pas 1,000 16,500 
= $745,000,000 17,040,000,000 


Est. annual Est. cost power 


power cost facilities 
$ 0.028 $ 0.125 
15.18 75 
400 1,800 
200 900 
450 1,500 
12 360 
$68,739,000 $377,000,000 





In the field of transmission, great 
progress has been made in recent years 
in development of high voltages. To- 
day’s 345-360 kilovolt transmission sys- 
tems will probably in the next 20 years 
and certainly in the next 40 years be 
followed by transmission lines operating 
at from 500,000 to 650,000 volts, and 
possibly higher. 

5. Although the variations between 
countries are striking, due to widely 
varying economic conditions, year-by- 
year world consumption of energy con- 
tinues to climb. A recent United Nations 
report (World Energy Supplies, 1955- 
1958) states that global consumption in- 
creased 37% between 1951 and 1958. 
The world consumed in the latter year 
the equivalent of 3.7 billion metric tons 
of coal, an average of 1.3 tons for each 
person in the world and 50% more than 
in 1929. 


Energy News Notes 
Chairman of the Joint Atomic Energy 
Committee in 1960 will be Rep. Che: 
Holifield, who wants to force a reluctant 
Atomic Energy Commission into build- 


ing Federal atomic power plants over 
the opposition of both the White House 
and the electric utility companies. Com- 
menting on the present program, Holli- 
field says: “Somebody laid an egg!” 
Meanwhile, AEC is inviting proposals 
from companies and_ tax-supported 
power bodies to construct, with govern- 
ment assistance, two atomic power 
plants with a capacity of 50,000 KW 
each. 

Westinghouse is offering to develop 
and manufacture (by 1965) a 330,000 
KW pressurized water reactor plant 
which, it says, will produce power at 
costs competitive with conventional fuels 
in the “higher cost areas” of the coun- 
try. Westinghouse will guarantee capital 
cost, capability and fuel life. 

General Electric, specializing in the 
boiling water reactor, claims that “in a 
very few areas our plants show promise 
of being competitive in the very near 
future.” GE will guarantee plant output 
and fuel life. The Dresden Nuclear 
Power Station, built by GE for Common- 
wealth Edison Company, was completed 
six months ahead of schedule and will 








Institutional Research Department 


Continuing and comprehensive research 
is conducted in the following fields: 


Paper Industry 
Glass Industry 
Non-Ferrous Metals Industry 


Reports are available. We invite your inquiry. 


BURNHAM AND COMPANY 


MEMBERS NEW YORK AND AMERICAN STOCK EXCHANGES 


15 BROAD STREET, NEW YORK 5, N. Y. 
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reach full power at mid-year. It is the 
first large U. S. atomic power plant pri- 
vately built and owned. 

Atomics [International Division of 
North American Aviation has _ an- 
nounced that it will guarantee plant out- 
put, capital costs of the reactor and fuel 
life for its organic cooled and moderated 
and sodium graphite reactors. Under 
AEC contract, Atomics International has 
developed “Snap II,” a miniature atomic 
power plant the size of a five-gallon milk 
can, for powering equipment aboard a 
space vehicle. The 220-pound unit will 
turn out 3,000 watts of electricity for 
at least one year. 

Babcock & Wilcox has announced that 
it will guarantee prices on plant capital 
costs, power output and fuel life for its 
pressurized water reactors. 

And finally, in the solar energy field 
Curtiss-Wright and Hupp Corporation 
have signed an agreement to work to- 
gether. C-W has been working on vari- 
ous applications of solar energy at its 
research laboratories in Princton, N. J. 


A A A 


Economic and Pension Data 


Published 


The income of individual Americans 
this year will yield more than one half 
of the Federal government’s estimated 
$69.1 billion net budget revenue, accord- 
ing to the new “Economic Almanac for 
1960” published by the National Indus- 
trial Conference Board and issued today. 
According to the Almanac, now in its 
15th edition individual income taxes for 
fiscal 1960 are expected to net the Fed- 
eral government $38.6 billion in rev- 
enue. Corporate taxes, which totaled 
only $21 million in 1910, are expected 
to add $20.5 billion to the Federal purse 
this year. 

These are among the wealth of facts 
contained in this handbook of informa- 
tion about the economic life of the 
United States and Canada. (See p. 85 
of this issue for chart on “Employer 
Payments for Employee Security in Pri- 
vate Industry.” ) 
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CORPORATE FINANCE ANALYSES .. . 


HE GROSS NATIONAL PRODUCT, GNP, 
pach the sum, at current mar- 
ket prices, of the value added by all pro- 
ducing entities of the nation’s economy. 
It is the single figure that summarizes 
the level of business activity of all stages 
of national production. A projected in- 
crease in the GNP for the next twelve 
months by the Department of Commerce 
is equivalent generally to a forecast of 
improvement in “general business con- 
ditions.” While increases in the GNP 
will have varying impact upon the af- 
fairs of individual companies, such in- 
creases when forecast have come to be 
associated by security analysts with ex- 
pectation of improved sales and earnings 
for a basic producer like U. S. Steel. 


GNP and U.S. Steel Sales 


A rough measure of relative growth 
of an individual company is obtained 
by comparing its growth in sales with 
the growth of GNP. This comparison 
has the virtue of convenience but it is 
not accurate, inasmuch as the GNP is 
not a total of the sales of all the indi- 
vidual production entities of the econ- 
omy but rather the sum of the dollar 
value added by each. When sales are 
totalled there is multiple counting of the 
sales value of the wheat that goes to 
make up the flour and the sales value of 
the flour that goes to make up the bread 
The changes in value added (which 
eliminates multiple counting) are more 
comparable with changes in the GNP. 

Over the 23-year period 1935 through 
1957 the following percentage increases 
were recorded (1957 GNP was slightly 
higher than 1958) : 

Gross National Product 510.3% 

Sales of U.S. Steel 718.3% 

Value added by U.S. Steel _ 787.3% 


Over the 9-year period 1950-1958 we 


have the following percentage increases: 
Gross National Product 55.2% 
Sales of U.S. Steel 17.4% 
Va ie added by U.S: Steel _ 29.9% 


FEeBruary, 1960 


O. ROGERS FLYNN, Jr. 


Graduate School of Business, Columbia University 


GROSS NATIONAL PRODUCT AND U. S. STEEL 


Because 1958 was a year in which the 
GNP declined 2/10ths of 1% and the 
sales of U. S. Steel declined 21.3% and 
value added declined 22.7% we compare 
the eight year percentage increases from 


1950 to 1957: 


Gross National Products ___. 55.5% 
Sales of U.S. Stee] _.____. 27.1% 
Value added by U.S. Steel _ 68.1% 


From the above data it is evident that 
for U.S. Steel the percentage changes in 
sales vary considerably from the per- 
centage changes in value added over the 
same periods of time. 


For other fundamental companies we 
may have a different relationship of 
company sales and value added and 
GNP. In general an ability to increase 
sales at a proportionately greater rate 
than GNP increases is one of the indica- 
tors of a “Growth Company.” 


Magnitude of Annual Changes 
For the 24-year period 1935-1958 


shown in the accompanying table, we 
find the average annual percentage rate 
of change (disregarding plus or minus 
signs) for successive 5-year periods: 


U.S. Steel Value Net 


GNP Sales Added Income 
1935-39 _ 9.7% 36.8% 38.7% (a)% 
1940-44 _ 18.5 20.8 19.0 43.2 
1945-49 _ 5.0 18.3 16.8 26.1 
1950-54 _ 7.4 19.2 22.6 26.6 
1955-58 _ 5.2 13.8 16.3 27.0 


(a) Not comparable. 


In three of the five periods value 
added fluctuated more widely than sales; 
and net income fluctuated even more 
widely, reflecting the leverage effects of 
the company’s relatively fixed expenses 
including interest on long term debt. 

GNP declined in 5 of the 24 years but 
in 3 of these years the percentage decline 
was less than 1%. The greatest decline 
was 6.2% in 1938. 

Value added by U. S. Steel declined 
in 7 of the 24 years including 5 years 
in which a decline in GNP was reported. 





Annual declines in the value added by 
U. S. Steel ranged from 44.2% in 1938 
to 3.8% in 1949. Sales of U. S. Steel 
also declined in each of the same seven 
years with declines ranging from 40.6% 
in 1938 to 7.2% in 1949. 

Net income declined in 9 of the 24 
years including three years in the mid- 
1940’s when there was no decline in 
either sales or added value. 

Tabulated below are the years in 
which declines were registered in either 
GNP, or sales, added value, or net in- 
come of U. S. Steel Corporation with 
the amounts of the annual changes ex- 
pressed as percentages: 


Annual Change 


GNP Sales Added am... 
1938 _ -6.2% -40.6% -44.2% -108.1% 
1942 _.. 26.5 14.8 16.9 —38.7 
1943 _.. 21.0 5.9 4.4 —12.1 
1944 _. 9.8 5.6 2.4 —2.9 
1945 _. 1.0 -—11.3 —15.0 —4.6 
1946 _.. —1.4 —14.4 —13.1 52.8 
1949 _. -—0.5 —7.2 —3.8 28.0 
1951 _. 15.9 19.2 19.5 —14.5 
1952 _. 6.1 —-9.7 —16.7 —22.1 
1954 _.. —0.6 —15.8 —13.4 —12.0 
1958 _.-0.2 -213 -22.7 —28.1 


U. S. Steel’s Contribution 


The contribution of U. S. Steel to the 
national economy is evidenced by the 
ratio of its value added to the GNP 
which has ranged from a high of $808 
of value added per $100,000 of GNP in 
1941 to a low of $444 per $100,000 in 
1946. 

For the successive 5-year periods 
there has been an upward trend in this 
ratio, distorted by the high level of steel 
output in the war years 1940-1944, 

In spite of the large increase in the 
output of services in recent years, U. S. 
Steel’s production has represented an 
increasing proportion of the national 
output. 


Predictive Value of GNP 


To forecast the value added and/or 
net income of U. S. Steel by relating 
such forecasts to the readily available 
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GROSS NATIONAL PRODUCT 


compared with 


SALES, ADDED VALUE AND NET INCOME OF UNITED STATES STEEL CORPORATION — 1935-1958 






































- 
Gross National Product United States Steel Corporation 
Amount Annual % Sales Annual Jo Welue Added Anaual % $100,p00 Annual % Net Income Annual % 
(Billions ) Change (Millions ) Change (Millions ) Change of GNP Change (Millions ) Change > 
LL  —_— $ 72.5 11.5% $ 539.4 28.2% $ 348.2 24.2% $400 11.3% $ 1.1 (b) 
| aR = 82.7 14.1 790.5 46.6 503.0 44.5 608 26.7 50.5 4490.1 % 
ee e 90.8 9.8 1028.4 30.1 685.8 36.3 755 24.2 94.9 87.9 
1938 _____ 85.2 —6.2 6111 —40.6 382.8 44.2 449 29.2 (7.7) —108.1 
1939 on 91.1 6.9 841.0 38.4 552.5 44,3 606 , 35.0 41.1 (b) 
Av. (a) $ 84.5 9.7%  $ 763.1 36.8%  $ 494.5 38.7% $580 25.3% $ 36.0 (c) 
ee $100.6 10.4%  $1079.1 27.6%  $ 720.8 30.5% $716 18.2% $102.2 148.7% 
1941 ek 125.8 25.0 1622.3 50.3 1017.7 41.2 808 12.8 116.2 13.7 
1942 ; 159.1 26.5 1863.0 14.8 1189.6 16.9 747 —1.5 712 —887 
ae 192.5 21.0 1972.3 5.9 1241.7 4.4 6.45 —13.7 62.6 —121 
64 211.4 9.8 2082.2 5.6 1267.8 2.1 599 eS" 60.8 —2.9 
Av. $157.9 18.5% $1723.8 20.8%  $1087.5 19.0% $703 11.9%  $ 82.6 43.2% 
| $213.6 1.0% $1747.33 —1138%  $1077.2 —15.0% $504 = 15.9%  $ 58.0 46% » 
5946 ....... 210.7 —1.4 1496.1 —14.4 935.7 —13.1 444 —11.9 88.6 52.8 
| ae 234.3 11.2 2122.8 41.9 1283.4 23 fpr 547 232 1271 43.5 
LS er 259.4 10.7 2481.5 16.4 1472.6 14.7 567 37 129.6 2.0 
1949 _ 258.1 —0.5 2301.7 —7.2 1416.0 —3.8 548 —3.4 165.9 28.0 
Av. $284.6 10.3% $2029.9 18.3% $1237.0 16.8% $522 11.6% $138.4 26.1% 
1950 - es $235.2 5.0% $2956.4 28.4% $1837.6 29.8% $645 17.7% $215.5 29.9% a 
a 329.9 15.9 3524.1 19.2 2196.2 19.5 665 = Fa | 184.3 eee | 
ie. 347.0 5.1 3137.4 —9.7 1829.8 —16.7 527 —20.8 143.6 —22.] 
ee 365.4 5.3 3861.0 23.1 2442.3 33.5 668 27.0 992.1 54.7 
ie4 363.1 —0.6 3250.4 —15.8 2116.1 —13.4 582 —12.9 195.4 xtD.© 
Ay. $338.0 7.4%  $3845.8 19.2%  $2084.4 22.6% $617 16.3% $192.2 26.6% 
1955 $397.5 9.5%  $4097.7 26.1% $2742.5 29.6% $689 18.3% $870.1 53.6% 
a 419.2 5.5 4228.9 3.2 2741.7 a 654 —5.1 348.1 —5.9 
1; 442.5 5.6 4413.8 4.4 3089.6 12.7 698 6.7 419.4 20.5 
1958 441.7 —0.2 3472.1 —21.3 2386.5 —22.7 540 —22.6 3015 —281 
Ay. $425.2 5.2%  $4053.1 13.8%  $2740.1 16.3% $645 13.2% $359.8 27.0% 
(a) Five-year averages are arithmetic means computed from totals that disregard plus or minus signs. 7 
(b) Not computable deficit in preceding year. 
(c) This average is distorted. 
Sources: Department of Commerce; Annual Report 1958, United States Steel Corporation. 
forecasts of GNP involves a large mar- d 
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Neu York Cut iad Bund 
of Canada. Ll. 


A non-dividend paying diversified open-end investment 
company, redeemable at net asset value, seeking long- 
term appreciation through investments outside the 
United States, with not less than 50% of its total assets 


gin of error. In the past four years the 
value added by U. S. Steel in relation 
to $100,000 of GNP has ranged from 
$698 in 1957 to $540 in 1958 compared 
with the four year average of $645. 

We can state that when there is an » 
increase in GNP it is likely that there 
will be an increase in the value added 
and net income of U. S. Steel but we 
must qualify this broad generalization 
by pointing out that in several years 
(1942, 1943, 1944, 1945, 1951, 1952) 
net income of U. S. Steel declined while 
GNP rose. 

It is also worthy of note that U. S. 
Steel increased its net income in 1946 
and 1949 when there were slight de- 
clines in GNP. 

Expanding general business is a de- 
sirable environmental influence though 
it by no means insures increased pros- 
perity for individual companies, «ven » 
when they have the wide cross sectional 
interests of U. S. Steel. 


in Canadian companies and up to 50% in securities of 
companies outside of Canada and the United States. 


Traded Over-the-Counter through Investment Dealers 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange 
42 WALL STREET NEW YORK 5, N.Y. 
Branch Offices and Correspondents in 100 Cities 
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Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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: ; BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
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5 I Lea NA Se” 
‘| ccoooo 19 YEAR - 5.4 eecccece Aa 4 DIVIDENDS q 
0 _ -5.2 -—— 3¥es,0F 4 ---- A | TE 6-4 
6% 6/15/83-78 ------ Baa 
6% - 5.6 “4 - 5.8 7 
9 r4 4 
5 
1 1957 1958 1959 i960 - 1957 1958 1959 1960 1957 1958 1959 1960 
pee a a a a a a a ii a 
¢ / 
0 ae —— End of Month —— Range for Period 
1960 1959 1959 1959-60 1951-58 
pee on, Soe Seda Sieh Zaw 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. —.._....._- % 4.86 5.17 3.93 5.17-3.72 4.10-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. —. D 4.85 5.10 4.04 5.10-3.87 4.12-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —.........__ % 4.78 4.87 4.06 4.91-3.86 4.01-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
nar- Bank 214s, 9/15/72-67 — ._-.._.__. % 4.52 4.64 3.92 4.68-3.77 3.86-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
th « Victory 214s, 12/16/72-67 _......-- % 4.40 4.56 3.87 4.59-3.76 3.83-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
c a een, 4.42 4.39 3.94 4.44-3.83 3.84-2.59 (b) (b) (b) (b) 
tion 3s, 1995 % 4.00 4.06 3.72 4.10-3.65 3.68-2.94 
rom 2. Corporate Bond Yields 
d Aaa Rated Long Term —_--.---- -__ % 4.60 4.61 4.16 4.61-4.09 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
ire Aa Rated Long Term —_____. % 4.77 4.77 4.26 4.78-4.20 4.31-2.70  2.98-2.53 3.06-2.66 7.08-2.90 6.84-4.59 
A Rated Long Term __-— ccsealiaiaaali: 4.94 4.92 4.44 4.94-4.39 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 _ 1.71-4.91 
an Baa Rated Long Term —-__----_. % 5.35 5.32 4.89 5.37-4.82 §.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
be 8. Tax Exempt Bond Yields 
1ere Aaa Rated Long Term ___..._____-_ % 3.47 3.49 3.20 3.65-3.06 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
ded Aa Rated Long Term. % = 3.718.673.4383. 81-3.21 3.72-1.87  2.21-1.04 2.11-1.21 3.02-1.78 (d) (a) 
e A Rated Long Term ———— aoe 4.01 3.99 3.70 4.06-3.53 3.98-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
we Baa Rated Long Term ~~... % 4.41 4.43 4.13 4.46-3.92 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
tion 4. Preferred Stock Yields 
ears Industrials—High Dividend Series 
im IID ii % 4.82 4.85 4.41 4.85-4.36 4.68-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
52) Medium Grade — .......... _ 5.23 5.24 4.87 5.24-4.78 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
hile Industrialsk—Low Dividend Series 
IE II siicrcsictnccncariictecimnnece % 4.63 4.66 4.33 4.68-4.28 4.67-3.46 3.92-3.27 (e) (e) (e) (e) 
F Medium Grade — - % 4.95 5.00 4.70 5.03-4.65 5.16-3.80 4.20-3.52 (e) (e) (e) (e) 
. & Utilities—Low Dividend Series 
946 High Grade % 4.95 5.04 4.64 5.12-4.55 5.00-3.78 4.24-3.40(e) (e) (e) (e) 
d Medium Grade ——-—__-____... % 5.25 5.33 4.87 5.33-4.82 5.34-4.18  4.65-3.69(e) (e) (e) (e) 
e- 5. Common Stocks 
125 Industrials—Prices (g) ——__. $178.05 195.48 176.98 196.07-174.47 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
de- 125 Industrials—Div. (g) ———-._-_- 6.04 6.01 5.68 6.04-5.68 5.94-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
h i125 Industrials—Yields — ~~ - % 3.39 3.08 3.21 3.39-2.96 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
ul 
fe (a)— U. S. Govt. Bond Yields in this series date from Jan. 5, 1945. (e)—Low Dividend Preferred Yield Averages in this series date from 
i (b)—1J. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
ven a (c)—J. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
onal (d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
*Revised 
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1 2 3 4 5 6 7 8 9 10 
PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
POLICY Base (100) : Bid Price 6/30/50 Ses Semectenens 
For detailed explanation as to Dividend 
selection and interpretation of % cnet ahecks _—— ividend % on 
data see July 1959 issue, p. 690. \ f 1/29/60 aver. month-end 
ower grade bonds & offering price 
preferred stocks 6/30/50 to Bid& Bid 
Pre-War 1/29/60 Cap. only| Last 5-Yr. 
Recent 5-Yr.range | 12/30/39 Low High Distr. 12 Mos. Avg. 
BALANCED FUNDS 72.3 95.6 201.8 192.2 151.9 3.03 3.29 
1 American Business Shares 59.5 59.5 48.6 74.2 97.5 150.3 146.1 108.1 3.28 3.47 ] 
’ ine ahs 60.4 64.3 49.4 63.1 96.3 206.0 195.9 134.2 2.37 2.64 2 
3 Axe-Houghton Fund “B” feo Wa Gia 55.5 95.9 215.5 207.5 161.1 238 288 3 
4 Dots fun 60.1 73.6 56.5 69.4 95.5 211.6 202.8 152.5 2.81 ii 
5 Commonwealth Investment Co. 9 —~~___-__. 68.4 76.1 67.0 57.6 84.0 208.3 196.4 161.0 2.70 2.99 5 
6 Diversified Investment Fund, Inc. —-_-__-. 712.3 743 65.8 — 88.0 212.2 200.1 157.2 3.25 3.98 6 
7 Eaton & Howard Balanced Fund —.—_____. 65.3 70.9 59.9 67.0 96.3 203.4 192.7 161.6 236 201 7 
8 Fully Administered Fund (Group Securities) 69.7 78.9 68.3 87.0 96.4 168.8 157.5 126.9 3.53 3.70 8 
9 General Investors Trust _ + 55.4 81.9 55.4 91.7 97.2 203.0 195.0 135.8 3.54 3.68 9 
10 Investors Mutual 71.5 71.6 63.6 — 96.3 195.2 184.0 163.8 309 347 10 
11 Johnston Mutual Fund __ 773 79.9 56.4 — 96.6 2381.5 221.9 182.9 2.50 3.038 11 
12 Massachusetts Life Fund ine 66.0 69.2 59.5 — 97.2 184.4 172.3 155.1 206 867 12 
13 National Securities—Income series —-_.____- zs 87.5 91.8 82.0 — 96.8 188.5 179.2 148.2 414 4.77 183 
14 Nation-Wide Securities 59.38 62.1 54.4 82.3 97.2 178.9 170.2 136.9 sap S438 14 
15 George Putnam Fund 780 40 663 83.5 97.5 228.0 220.5 177.1 241 S08 15 
16 Scudder Stevens & Clark Balanced Fund —____ 652 67.3 58.7 74.6 97.3 187.6 175.4 140.2 2.84 3.04 16 
17 Shareholders Trust of Boston _..-_»_-=_>=SS_E 56.2 76.5 56.2 — 96.3 216.8 209.6 155.5 3.50 3.59 17 
18 Stein Roe & Farnham Balanced Fund ——_____ 59.1 64.7 50.5 — 968 241.6 231.4 187.4 254 271 18 
19 Wellington Fund + 62.5 68.5 58.0 70.9 97.38 200.4 191.3 152.6 2.95 $8.11 19 
20 Whitehall Fund 52.0 58.0 51.0 — 95.8 204.1 193.8 143.9 3.36 3.47 20 
FLEXIBLE FUNDS 73.3 95.8 246.7 231.2 178.6 2.69 3.09 
21 Broad Street Investing Corp. 87.6 89.6 177.3 65.1 93.7 284.8 261.6 214.4 3.11 3.50 21 
22 Delaware Fund __- 91.7 95.5 84.3 69.38 95.3 242.8 229.2 162.2 2.25 2.96 22 
23 Dreyfus Fund 91.4 99.9 52.7 — 96.6 387.5 363.4 297.2 1:80 2038 23 
24 Fidelity Fund ; 91.3 97.7 86.0 — 95.4 302.4 279.0 227.1 Zbe 8.19 24 
25 Institutional Foundation Fund 82.0 88.5 82.0 — 95.5 238.0 228.7 171.0 3.34 3.73 26 
26 Knickerbocker Fund 95.3 95.3 63.0 101.0 96.4 194.6 181.2 124.5 2.86 3.39 26 
27 Loomis-Sayles Mutual Fund 59.6 60.1 49.5 60.5 96.6 186.7 178.7 129.0 2.96 3.01 27 
28 Mutual Investment Fund . 83.2 84.0 55.8 74.6 95.7 184.3 mia i2ts 271 2289 28 
29 New England Fund 55.4 66.8 55.4 78.4 97.2 176.5 167.9 124.0 S2t 463.51 629 
30 Selected American Shares 94.8 97.6 81.1 74.0 94.3 257.7 238.8 160.3 2.49 2.98 30 
31 Sovereign Investors 91.4 97.7 91.3 98.3 98.2 284.6 259.9 235.2 308 $59 31 
32 State Street Investment Corp. 4 NA 92.9 81.2 56.8 95.3 219.5 208.5 131.3 222 248 32 
33 Wall Street Investing Corp. 86.7 88.2 78.2 — 96.1 259.7 247.2 226.0 261 292 38 
34 Wisconsin Fund, Inc. __ 94.1 98.6 77.4 54.8 95.4 234.0 221.8 169.9 2.40 3.10 34 
COMMON STOCK FUNDS 65.3 94.7 309.5 289.8 228.7 235 2.84 
35 Affiliated Fund* 87.7 97.5 84.5 61.0 93.6 238.8 227.1 1672 2:70 3:36 35 
36 Bullock Fund _. 80.9 88.5 176.7 68.0 94.6 277.7 262.0 194.5 2.45 2.74 36 
37 Dividend Shares 87.1 87.1 81.6 713.5 98.6 243.2 229.5 182.8 2.69 3.00 37 
38 Eaton & Howard Stock Fund 86.3 92.1 78.3 622 952 3110 292.8 255.6 215 239 38 
39 Fundamental Investors _...._--- 98.6 99.2 96.7 54.5 94.4 307.8 280.7 234.2 248 275 39 
40 Group Securities—Common Stock —___ = 98.8 99.1 90.4 — 95.1 245.8 2218 «AIG. 3.61 4.37 40 
41 Incorporated Investors ee 93.3 98.2 89.0 59.8 96.6 326.8 $04.5 228.1 1.738 2.32 41 
42 Investment Company of America _.-__--_, 88.6 95.5 177.6 64.1 94.1 303.3 291.1 204.0 214 249 42 
43 Keystone Growth Common (S-3) 94.0 99.0 91.0 71.7 97.4 356.6 331.8 217.6 161 2.32 48 
44 Massachusetts Investors Growth Stock Fund __— 95.3 99.3 92.9 69.6 94.7 386.9 364.1 304.4 1.39 1.76 44 
45 Massachusetts Investors Trust _........._-_- 99:7 99.7 913 76.6 95.3 332.6 303.0 273.7 2.69 3.18 45 
46 National Investors ...._ 98.1 99.3 96.4 57.6 92.7 356.9 338.8 262.0 1.70 2.19 46 
47 National Securities—Stock Series 98.9 98.9 93.9 — 93.6 247.0 228.2 179.2 3.69 4.40 47 
48 T. Rowe Price Growth Stock Fund —..__. 82.2 89.7 72.1 — 946 430.5 407.0 334.8 1.78 2.10 48 
49 Scudder Stevens & Clark Common Stock Fund__ 97.1 99.2 91.6 — 94.5 308.5 289.4 238.7 2:26 2.66 49 
50 United Income Fund 91.9 97.3 90.1 — 95.4 278.3 258.4 210.6 287 3:86 50 
500 STOCK INDEX (Standard and Poor’s)2 ______ — — — — — 343.2 314.0 — — os 
CONSUMERS PRICE INDEX (B.L.S.)2 _. — — — — — 123.4 — —- _ a 




















n—Adjusted to June 30, 1950 base; *-—Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low price reached during current month. 
Correction: December index, col. 8, Group Common (40); 182.7. NA—Not available. 
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Increased Purchase of Bank Shares 
Marks Funds’ 4th Quarter 


Operations 


Purchase transactions of bank shares 
during the final three months of 1959 
almost doubled those of the preceding 
September quarter, ranking their buying 
among the half dozen favorite industries 
with the nation’s investment companies. 
According to the regular quarterly sur- 
vey of portfolio transactions of 75 funds, 
published by this writer in Barron’s, 
buying of common stocks generally, 
however, continued to slacken with the 
margin between total dollar of purchases 
and sales of the companies analyzed 
shrinking from $92.4 million in the 
quarter ending June to $40.8 million in 
the December period. This decrease was 
a relatively recent development among 
the open-end companies specializing in 
junior equities. But the balanced mu- 
tuals and closed-enders had sold com- 
mons on balance for the entire latter 
half of the year. There was no marked 
increase in the liquid position of the 
funds during the final quarter despite 
the falling off in equity purchases, due 
in part to the necessity of paying out 
or putting aside sizeable amounts of 
cash for year-end income dividends and 
capital gains distributions. Of course, 
several of the balanced funds continued 
to add corporate bonds and preferreds 
to their portfolios. 


Electric utility issues were first choice 
among the common stock purchases as 
during the preceding period and a cer- 
tain amount of interest was revived in 
the oils which had been sold on balance 
earlier in the year. Enthusiasm for the 
chemicals even exceeded that of the pre- 
vious quarter while the electronic and 
electrical equipment shares also were 
well up at the head of the list. The non- 
ferrous metal group, the major motors, 
the building construction and equip- 
ment and industrial machinery equities 
were also liked. Opinion continued in- 
decisive on the natural gas and rail 
shares, but buyers again gained the 
upper hand in the drug division. The 
airlines remained extremely unpopular 
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and buyers had much their own way in 
the steel group. 


Among individual issues, the bank 
favorites were Chemical Bank New York 
Trust and First National City of New 
York, each being acquired by six funds. 
Five managements liked Bankers Trust 
(N.Y.) while four chose Morgan Guar- 
anty, Chase Manhattan and National 
Bank of Detroit. Marine Midland and 


Manufacturers Trust also were well liked. 


In the other industrial categories pur- 
chases by a half dozen or more manage- 
ments included: (13) Ford; (9) Ameri- 
can Electric Power, General Motors, 
Texaco;* (8) duPont, International 
Nickel, Merck; (1) Royal Dutch Petro- 
leum; (6) Continental Oil, Gillette, Gen- 
eral Public Utilities, New York State 
Electric and Gas,** Owens-Illinois 
Glass, Standard Oil of New Jersey* and 
Stauffer Chemical. Sold during the quar- 
ter were (7) American Airlines, U. S. 
Steel, Youngstown Sheet and Tube; (6) 
Amerada, Deere and Jones and Laugh- 
lin. 

*Excludes additions resulting from share distri- 


tions. 
**Part purchased with rights. 








Gross Sales of Mutuals 


Rose 40% in 1959 


The gross sales of the nation’s mutual 
funds increased 40% during 1959, total- 
ing $2,280 million as against $1,620 mil- 
lion for the preceding year. Net sales 
(gross less shares turned in by investors 
for redemption) equalled $1,494 million, 
giving a redemption ratio of 3444% of 
sales, up slightly from 31144%. After ris- 
ing in each of the preceding three semi- 
annual periods, sales tended to stabilize 
during the last half of 1959. 

Total assets of both the closed-end 
companies and mutuals at the end of the 
year topped $17.5 billion, with $15.8 
attributable to the open-enders. Share- 
holder accounts invested in the mutuals 
numbered 4,276,000, up 18% from the 
1958 year-end. The number of accumu- 
lation plans outstanding was up 28% to 
1,129,000. Unfortunately, the investment 
company trade organization, which col- 
lates these data, does not make available 
separate figures for so-called voluntary 
and contractual plans. 


Tri-Continental Favorite of MIP 


Tri-Continental Corporation contin- 
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ued as the favorite closed-end investment 
company in the New York Stock Ex- 
change’s Monthly Investment Plan, its 
2,750 accounts outstanding at the 1959 
year-end up 7% from the 2,567 held a 
year previously but off slightly from the 
2,809 registered at the end of the Sep- 
tember quarter. Tri-Con also ranked 
number five among all stocks used in the 
plan, most popular being General Motors 
with 4,524 accounts followed by General 
Electric, Dow and Standard of New Jer- 
sey. The top ten investment companies 
could muster a total of only a little more 
than 5,000 accounts at the end of 1959. 

This is indeed a sad commentary on 
the recognition of a program that in cer- 
tain ways offers advantages over ac- 
cumulation plans for the mutuals which 
have met with such marked success. 
Taking Tri-Continental as an example, 
the nation’s largest closed-end company 
with assets of $414 million, the fifth edi- 
tion of a booklet has just been published 
describing some of its features and its 
use as a vehicle for MIP. The booklet 
points out that because of the significant 
discount at which it sells below asset 
value (14% on Dec. 29, 1959 assuming 
exercise of all warrants) each dollar in- 
vested “hires a considerably larger 
amount of carefully selected, well-diver- 
sified securities to earn income and pro- 


Some 1,200 leaders of commerce, industry and finance in the South turned out January 20 





at the Citizens & Southern National Bank of Atlanta’s second annual “Crystal Ball” 
luncheon to hear Dr. Gabriel Hauge, former economic adviser to President Eisenhower. 
Dr. Hauge (second from left), chairman of the finance committee, Manufacturers Trust 
Co., New York, said “1960 promises to be the best year in American economic history.” 





duce future assets value.” The brochure 
also calls attention to the low opera- 
tional and management expenses—“The 
Corporation’s total expenses this year 
will take only about 7.8 cents from each 
dollar of its income.” A rundown of the 
193 mutuals listed in 1959 edition of 
““Johnson’s Investment Company Charts” 








ES NM 

Tri-Continental | 
rt- Oontinenta ; 
3 Corporation 
: A diversified, closed-end investment company 2 
= listed on the New York Stock Exchange = 
: 30rn Z 
: ANNUAL REPORT z 
Z for the year ended December 31, 1959 : 
5 available upon request 2 
2 65 BROADWAY, NEW YORK 6, N. Y. 2 
Iie teeta 


indicates that this is bettered by only 
two funds and one of these, Broad Street 
Investing Corp., shares research and ad- 
ministrative costs with Tri-Con and two 
other affiliated mutuals, 


Below are the ten favorite closed-end 
companies with MIP investors at the end 


of 1959. 


MONTHLY INVESTMENT PLANS HELD 
(As of Dec. 29, 1959) 


Tri-Continental Corporation. 2,750 
Lehman Corporation ____ _ 1,080 
Madison Fund... = 394 
Adams Express _..._ 257 
U.S. and Foreign Securities - 189 
a | 
General Public Service ___ 104 
Carriers and General _ 60 
General American Investors __ 57 
Dominick Fund —........._ 56 

hosel 5,059 


Sees Lower 1960 Prices 
for Many Stock Groups 


Because of the outstanding record in 
our index of mutual performance of the 
fund which he heads and also what to 
us, appears a sensible approach to the 
problems in the coming year, we quote 
from the 1960 Outlook submitted by T. 
Rowe Price to shareholders in his annual 
report: 


1. The current business boom will 
reach a new peak during the first 
half of 1960. 

2. The pro-union settlement of the 
steel strike is bearish for the long 
pull. It indicates a continuation of 
the wage-price inflationary spiral, 
higher costs for steel and manu- 
factured products, intensified for- 
eign competition, a further loss of 
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export markets, and a squeeze on 
profit margins. 

. Corporate earnings during the first 
six months may exceed previous 
highs, but results will not be uni- 
formly good, due to temporary 
shortages of materials resulting 
from strikes. We estimate earnings 
for the current year at 5%-15% 
above 1959, probably closer to 5%. 

:. Dividends should increase from 
5%-8% above the 1959 payments. 

5. Bond prices may go still lower, but 
a reversal of the long bear market 
is likely to occur within the next 
twelve months, as a result of either 

(a) the end of the business boom, 
or (b) political pressure from Con- 
gress for an easy monetary policy. 

6. Stock market averages may reach 
new all time highs, but we believe 
many groups and individual stocks, 
which have advanced to fantasti- 
cally high prices in relation to cur- 
rent and near term earnings pros- 
pects will experience downtrends, 
due to (1) lower earnings than are 


351) that the fund would be the first 
mutual to take advantage of the amend- 
ment to the I.R.C. authorizing such pro- 
cedure. According to the proxy state- 
ment: “Careful study of shareholders’ 
comments concerning the present policy 

. has convinced the Trustees that 
many shareholders are in favor of the 
Fund’s discontinuing such policy . . .” 
In the future, the general policy of pay- 
ing the distribution in shares of the 
Fund, or, at the option of the sharehold- 
er, in cash, is being adopted. 

The procedure set up under the code 
amendment has in general proven too 
complicated and cumbersome for the in- 
vestment company shareholder. This is 
particularly so in that he must refigure 
the cost basis of his stock each year. 
For example, Niagara Share Corpora- 
tion has been retaining a portion of its 
realized gains. In 1959, it realized $2.98, 
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are invited to 
send for a copy of 


now being anticipated, and (2) preva pi og pee “a “PLANNED 
much higher yields obtainable from , 2¢ in and retaining the 
bonds than common stocks. balance of $2.21. One _ sophisticated INVESTMENT 
ily Ch Fund Di » shareholder of the company has report- FOR BANK TRUST 
; ase Fun iscontinues . ba ae 
eet , eesti, alt Maciel Dales ed to this column that he had given his DEPARTMENTS” 
ad- A stock as a gift to his daughter rather 
wo ft The Chase Fund of Boston has been than go through the tax calculations. The complex task of administering trust 
' authorized by vote of its shareholders on ; : 
( ‘ Pais AAA funds is one that takes an increasing 
nd i February 4th to discontinue its policy of ° “R iii tae te Debt F; 
| * retaining and reinvesting all realized vecent Trends in Corporate Sebt © amount of your time and effort. As a 
nd | pa at hile havi a tee nancing” was the title of an address be- ee ee en 
} capital gains while having the investor fore the Corporate Fiduciaries Associa- y 
| take appropriate offsets on his own tax tion of Boston on January 12, by H. Of this, and you know that one of the 
) \4 once — two years ago it was Eric Schmidt, assistant vice president, most important of your problems is the 
Y noted in this column (T&E, April 58, p. First National City Bank, New York. management of the securities portfolio 
) i itself. 
le Knowledgeable as you may be about 
9 ¥ investments, haven’t you often felt it 
: l would be very helpful to have a group 
0 of competent outside advisors regularly 
7 available? Haven’t you wished that the 
. investments of each of your trusts could 
9 have the advantages of professional ad- 
visors who would be available to you 
at all times? 
: The specialists in the Planned Invest- 
the ment Department at Smith, Barney & 
t to Co. are ready to give you this kind of 
the help. 
1ote , 
iT If you would like to know more 
sual about our investment services and how 
they can help you, send for a copy of 
will Eight hundred business, industrial and financial leaders of the Philadelphia area attended our brochure, “Planned weeenen for 
first the annual January Forecasting Luncheon of Girard Trust Corn Exchange Bank, Phila) Bank Trust Departments. 
delphia. The 1960 outlook for both the national and the international economy were pre- 
the sented — the first by Lester V. Chandler, Professor of Economics at Princeton University, 
long the second by Donald F. Heatherington, Director of the European Division of the National . 
; Foreign Trade Council of New York. Chandler predicted a gross national product be- Smith, Barney & Co. 
te tween $510 and $520 billion valued at 1959 prices, and added that at least some modest 
iral, incre*se in prices seems in store. Credit will remain tight. Heatherington stressed the Members New York Stock Exchange 
anu- necessity for stepping up exports in order to keep the American balance-of-payments and other leading exchanges 
for- defiei: under control, with the hope of elevating it by 1963. He predicted such a deficit 20 Broad Street, New York 5, N. Y. 
s of amounting to about $25 billion for 1960, excluding inflows of long-term capital. 
Seattle Puce Linon 
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“CREDIT-CARD” ECONOMICS 


MAURICE H. STANS 


Director, Bureau of the Budget, Washington, D. C. 


HE PRIVILEGE OF BEING A FREE 
yaa carries with it a constant re- 
sponsibility to face our problems with 
realism and united purpose. Until re- 
cently, we have been a highly confident 
nation. There has never been a great 
civilization, nor a great power, that was 
not tested time after time. Now it is our 
turn to be tested. 

This country has by no means lost 
its spirit of enterprise. But it is not easy 
to be truly enterprising in the face of 
quarrels between labor and manage- 
ment which sap our strength, Govern- 
ment budgets in the red, taxation which 
blunts initiative, the constant threat of 
inflation, costly Government debts which 
are never reduced, defense costs which 
cut deeply into our wealth-producing 
capacities, and the selfish excesses of 
what someone has called a “pressure 
group economy.” 


One of the afflictions of the American 
scene today is summed up in the phrase 
“compulsive spending.” By some con- 
fused psychology this has become identi- 
fied with the needs of a growing econ- 
omy. The urge to spend is epidemic; 
if not governed by a standard of capac- 
ity to pay from current income, it is 
dangerous. Extravagance and _ borrow- 
ing merely to satisfy marginal wants and 
desires will destroy our futures. 

Using Commerce Department figures, 
we find that expenditures by all gov- 
ernments in the United States as a per- 
centage of gross national product grew 
from 18% in 1940 to 26% in 1957— 
faster than our national economy. 

Near the close of the last session of 
Congress, the Congressional Record 
listed twenty big spending bills intro- 
duced in the House, and another twenty 
in the Senate. The grand total of this 
shopping list came to over $326 billion 
over an average period of about five 
years. . . . $50-$60 billions of additional 
spending each year over what our tax 
laws now yield when times are very 
good. This is “credit card” economics 
at the national level. Congress practiced 
economy this year to the tune of raising 
net budget expenditures in fiscal 1960 
by almost $600 million above the bud- 

From address at Conference of Bank Correspond- 


ents, The First National Bank of Chicago, Nov. 30- 
Dec. 1. 


126 


get, and added $11.5 billion to the tax- 
payers’ bills in future years. 

The pressure groups that extol that 
kind of action tell us that budget deficits 
are not serious and that spending beyond 
our means is necessary to insure growth. 
This is dangerous demagoguery. There 
isn’t a business or a family that could 
survive long on that basis. The facts 
are that Government today is piling up 
C.0.D.’s for the future at an astounding 
pace. Commitments already on our na- 
tional books include: 

Cost of completing the interstate high- 
way system after fiscal 1960 may be 
as much as $25 to $35 billion. 

Expenditures to complete direct Fed- 
eral civil works projects started prior 
to fiscal 1960; about $8 billion. 

For public housing after 1960, under 
present commitments; $6 billion. 

As of next June 30, outstanding com- 
mitments for capital improvements in 
communities, such as for urban renewal 
and college housing; $3 billion. 

For merchant marine subsidiaries and 
future ship replacements; $4.4 billion. 

Conservation reserve payments to 
farmers; $2.2 billion. 

These, together with unexpended bal- 
ances in the defense program, add up to 
around 98 billion dollars of commit- 
ments for future Federal spending. 
Beyond this, the Federal Government is 
obligated for much larger sums for 
services already received. 

The national debt is about $290 bil- 
lion. But commitments voluntarily 
undertaken beyond that are even 
greater! First, $30 billion already ac- 
crued liability for military retirement. 
Next, $27.5 billion actuarially due on 
present obligations to civilian Govern- 
ment employees under Civil Service Re- 
tirement. On top of that, pensions and 
compensation to war veterans and de- 
pendents will cost roughly $300 billion. 
Counting the $98 billion our C.O.D.’s 
already are about $700 billion above the 
annual costs of providing for national 
defense, welfare and commerce. 

Even if the next session of Congress 
doesn’t add any new programs, the level 
of Federal spending is still going to 
climb higher, because there are built-in 
increases in existing programs. For 1961 
alone these amount to over $2 billion. 


The President in his 1960 Budget Me:- 
sage named 18 programs due for revi- 
sion to accomplish future downward ai- 
justments in spending. Only three re- 
ceived attention by Congress, with the 
net result of increasing future expendi- 
tures. All this is without reckoning with 
the tremendous pressure of increasing 
technological costs for military weapons, 
or with the further demands always with 
us for domestic programs. 


Citizen Responsibility 

But there is a bright side. Demands 
of the taxpayers for economy in Gov- 
ernment, the support they give the Presi- 
dent in his fight for balanced budgets 
and debt reduction, can curb the level 
of spending and the tax level for a long 
time ahead. 

We cannot understand our problem if 
we look only at a single year’s budget. 
The central problem is found in the 
commitments we.are accumulating, the 
C.0.D.’s we are writing; and much of 
this mortgaging of our future is inspired 
by pressure groups seeking something 
for nothing. 

But neither the President nor any 
Budget Director can stop the trend of 
public pressure for spending. There is 
a responsibility on individuals and or- 
ganized groups to withhold demands 
that can be avoided or deferred, or more 
effectively done by local government or 
private enterprise. 

We will have to stop running up bills 
that will come due when it may not be 
convenient. 

We will have to put our resources 
where they will feed genuine growth. 

We will have to stop regarding the 
Federal Government as a broker for 
pressure groups. 

We will have to learn to live within 
our means. 

We have accepted the necessity for 
discipline in times past, when we had 
to fight or die, As the decade of the 
Sixties opens, we will be fighting in a 
different way, with a more insidious 
opponent. With all the falacies in com- 
munism’s logic and economics, it is strong 
on discipline, and this could spel! a 
fateful difference in the final outcome. 
Can we, a liberty-loving people, demon- 
strate that self-discipline can prevail” 


TRUSTS AND ESTATES 
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TRUST OPERATIONS and ADMINISTRATION ... . 


tion with the sponsorship of bills to 
give New York the full prudent man 
rule, I have discovered that, while al- 
most all lawyers could practically recite 
by heart the language of the rule as 
stated in Harvard College v. Amory,} 
almost none had any idea what the hold- 
ing actually was. Accordingly, the fol- 
lowing details may be interesting. 

In discussing the argument that it 
would have been safer to have placed 
all or at least a part of the trust in so- 
called “public funds,” the court used 
language which has rarely been quoted 
but which is appropriate to any discus- 
sion of full investment discretion as 
against a legislative limitation on the in- 
vestment powers of trustees: 


|’ MY RECENT ACTIVITIES IN CONNEC- 


“There is one consideration much 
in favor of investing in the stock of 
private corporations. They are amen- 
able to the law. The holder may pur- 
sue this legal remedy and compel 
them or their officers to do justice. 
But the government can only be sup- 
plicated.” 


The court then went on with more 
familiar language: 


“Do what you will, the capital is at 
hazard. If the public funds are re- 
sorted to, what becomes of the capital 
when the credit of the government 
shall be so much impaired as it was 
at the close of the last war? 

“Investments on mortgage of real 
estate are not always safe. Its value 
fluctuates more perhaps than the cap- 
ital of insurance stocks.” 


Then Mr. Justice Putnam concluded 
this portion of his opinion with the 
famous prudent man rule which, though 
so ofien quoted, can always bear repeat- 
ing: 


‘All that can be required of a 
trustee to invest is that he shall con- 
duct himself faithfully and exercise a 
sound discretion. He is to observe how 
men of prudence, discretion and in- 


*This month’s column is taken from Mr. Bar- 
clay’s = idress before the annual meeting of the New 
York Sate Bar Association’s Banking Law Section, 
Jan. 2°, 1960.—Ed. 

19 P'-k. 446 (1831). 
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WHY THE PRUDENT MAN RULE?* 


telligence manage their own affairs, 
not in regard to speculation but in 
regard to the permanent disposition of 
their funds, considering the probable 
income as well as the probable safety 
of the capital to be invested.” 


Many of you will be just as much 
astonished as I was to know that this was 
pure dictum. At the end of his long 
opinion, Mr. Justice Putnam stated that, 
after all, nothing that he had said was 
necessary to a decision since an earlier 
decree was res judicata and binding on 
the objectants. 

It seems to me that the factors which 
created a climate favorable to the 
conclusion reached by the court were 
these. The testator was a business man; 
he left an estate three-quarters of which 
was in stocks and some of these were 
used to set up the trust; he wrote a very 
broad investment clause into his will in- 
cluding specific references to stocks and 
dividends; and he strongly expressed 
his utmost confidence in his executors 
and trustees. Furthermore, the trust was 





for a widow with remainder to charity, 
so there could not be any doubt as to 
who was the primary object of his 
bounty. But the real essence of the case 
is that the court was expressing a philos- 
ophy of investment which has proved 
sound under all changing circumstances. 

But the court did not give the execu- 
tors and trustees carte blanche. The 
terms “faithfully”, and “prudence, dis- 
cretion and intelligence” were not new 
as definitions of the qualities a trustee 
should have and exercise. It is the re- 
quirement that, when a trustee observes 
how other men possessing such qualities 
act in the management of their own 
affairs he must do so with regard to the 
permanent disposition of their funds, 
not speculation, that sets this opinion 
off from earlier, and some later, ones. It 
is this consideration that seems to have 
been completely missed by the New 
York Court of Appeals in King v. 
Talbot.” 


240 N.Y. 76 (1869). 
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New York Rule’s Background 
The background of King v. Talbot 


was somewhat more conducive to a 
stricter decision. Here the testator, who 
died in 1845, was in the China trade. 
The executors collected $106,000 all 
told. There were three $15,000 trusts for 
the benefit of his three children, income 
to be used for their benefit during 
minority and principal to become pay- 
able when they reached 21. The case did 
not reach the Court of Appeals till 24 
years after the testator’s death. 

There was a very brief investment 
clause in the wiil, the testator entrusting 
to the discretion of his executors “the 
settlement of my affairs and the invest- 
ment of my estaie for the benefit of my 
heirs.” The ex2cuzors invested in State 
of Ohio bonds, one issue of railroad first 
mortgage bonds, four railroad stocks 
and one bank stock. When the Ohio 
bonds were redeemed, the trustees 
placed the proceeds in more bank stock 
and more first mortgage bonds. 

When the infants reached majority 
they disaffirmed all the investments on 
the ground that they were improper and 
imprudent. The trial court exonerated 
the trustees. In reversing, the Court of 
Appeals at the outset cited Harvard Col- 
lege v. Amory and a later Massachuseits 
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case with approval, without, however, 
quoting from either. The Court said: 


“The just and true rule is that the 
trustee is bound to employ such dili- 
gence and such prudence in the care 
and management as in general pru- 
dent men of discretion and _ intelli- 
gence in such matters employ in their 
own like affairs.” 


After stating that speculation was ex- 
cluded because trustees may not take 
the hazard of adventure even though 
prudent men may and often do so. the 
court said that “the preservation of the 
fund and the procurement of a just 
income therefrom are the primary ob- 
jects of the trust.” 


Point of Departure 

Up to this point the opinion is a 
paraphrase of the Harvard College case. 
But then the Court posed the question, 
what are faithfulness, diligence and 
prudence? And then, in answering this 
question, it proceeded to knock the 
prudent man rule into a cocked hat. 

After saying that the so-called in- 
vestment clause neither added to nor 
otherwise affected the duties of the ex- 
ecutors, the court stated their duties to 
be the following three: (1) to put each 
$15,000 in a state of security; (2) to see 
that it was productive of interest; and 
(3) to keep the fund subject to recall. 
This seems to be the first time that a 
court has included the requirement tha: 
the investments be subject to recall, for 
this turns out to be the fundamental 
basis for the result. 

The court went on to say that it is not 
in the nature of a trust to expose the 
principal to the hazard of loss or gain 
where by the nature of the investment 
the principal is not to be returned at all. 
Since the trust could not be invested in 
a partnership, the court saw no differ- 
ence where the partners happened to 
incorporate. Following this line of 
thought, the court then made the com- 
ment, which those of us living in this 
day and generation can only excuse on 
the ground of economic blindness: 


“The moment the fund is invested 
in... stock it has left the control 
of the trustees; its safety or the haz- 
ard of risk of loss is no longer de- 
pendent upon their skill, care or dis- 
cretion . . . and the terms of the in- 
vestment do not contemplate that it 
will ever be returned to the trustees.” 


To the argument that the trustees pre- 
sumably could obtain such a “return 
of the funds” by selling the stock the 
court said that the possibility of sale was 
“necessarily contingent and uncertain.” 
Whatever that may mean! 


In answer to the argument that thei 
was a chance of loss in investing tru 
funds in mortgages or bonds, Jud: 
Woodruff said that his rule “assum 
and insists that the trustees shall n:: 
place the fund where its safety and di > 
return to their hands will depend up: 
the success of the business in which it ‘s 
adventured or the skill and honesty : f 
other parties entrusted with its conduct. ’ 
Note again the words “due return ” 
The court then reaffirmed that pruden:< 
and discretion constitute proper per- 
formance only where exercised in the 
selection of securities for safety and 
actual income return. 

Cn analysis, those last words are not 
fundamentally different from those em- 
ployed by the Massachusetts court. But 
the real difference is that in Massachu- 
setts the decision was left to the trustee, 
to whom the testator had given it, where- 
as in New York the determination was 
that of the court, applying its own pre- 
dilection that the “return of the princi- 
pal” should be the controlling factor. 


The decision of the court was that the 
children could reject all the investments, 
including the first mortgage bonds. It is 
interesting to note that, whereas after 
the end of the War of 1812 there had 
been a serious depreciation in bond 
prices, four years after the close of ihe 
Civil War government bonds were sell- 
ing at a premium. Thus the risk the 
Massachusetts court still saw, 16 years 
after the event, in a policy of limiting 
trust investments to public funds, was 
not observable to the New York court. 


I think it is clear that the decision 
in King v. Talbot was predicated on 
these considerations: the investments 
were made by the trustees and were not 
part of the testator’s estate; the trusts 
were for minors; Judge Woodruff had 
an absolute fixation as to the necessity 
of an almost positive assurance that the 
principal would some day be returned 
to the trustees, and, of course, the de- 
cision was rendered in an era of great 
speculative activity. At any rate, it is on 
the basis of what today we would all 
consider extremely archaic economic 
views that New York trusts have suffered 
investment-wise for 90 years. 


Survey of Lawyers 


Let us now turn to the more practical 
question of why the Legislature should 
adopt the prudent man rule and how 
we attempted to secure such action. 

Several hundred attorneys throughout 
the state of New York were asked their 
views and some 200 replied. All re- 
ported that they uniformly advised t! cir 


TRUSTS AND EsT2 ES 





oe ha sie tame ern errne LA 


—_ 


the 
nts, 
tis 
fter 
had 
ond 
ihe 
sell- 
the 
2a4rs 
ting 
was 
. 
sion 
on 
ents 
not 
usts 
had 
sity 
the 
‘ned 
de- 
reat 
s on 
all 
ymic 
ered 


tical 
ould 


how 


hout 
their 

re- 
their 


AES 








c: ents to give their fiduciaries full in- 
vestment discretion and that over 90% 
o| all wills and trust instruments pre- 
peed in their offices during the past 
fi.e years had done so. Between 85% 
ari 90% favored giving statutory au- 
thority to all fiduciaries to exercise full 
nvestment discretion through enactment 
of the prudent man rule. 


-_-. 


This response brought up the ques- 
tion of why, if most wills contain specific 
broad authority, there is any need to 
legislate on the subject. An analysis was 
made of about 6,500 trusts being 
presently administered by twenty up- 
state and twelve New York City trust de- 
partments. It was found that 23% of 
these trusts are limited to legals, the up- 
state banks’ figure was 47%. We did not 
ask how many of the legal trusts con- 
tained specific limitations and how many 
were so limited because they were silent 
as to investment authority, but we are 
advised that the great bulk fall into the 
latter category. We also found nearly 
600 perpetual trusts limited to legals 
which will never have any relief except 
through action by the legislature. 


Study of Performance 


A detailed study of the performance 
of legal and discretionary trusts was 
made, covering the period since 1948, 
which includes the period during which 
the 35% prudent man rule under the 
investment act of 1950 has been in 
effect. Both types showed increases in 
market value and income, but the discre- 
tionary trusts realized an income in- 
crease about 30% greater than did the 
legal trusts and the increase in their 
market value was nearly 314 times as 
great. 

It has been suggested that the present 
35% area of discretion be increased to 
50% or some greater percentage. This 
would hardly meet the problem. Any 
percentage field of discretion is better 
than none at all but at any point it would 
be subject to the same defects as the 
present 35%. A trustee in a rising mar- 
ket finds himself boxed in. His 35% at 
cost will have increased to say 60% at 
current market values. He may think it 
very desirable to sell a particular stock, 
but if he does he has to reinvest in 
bonds. Under some conditions, such as 
now, this is not a hardship but for most 
of the past ten years it would have been 
a serious blow to the income beneficiary 
and most remaindermen have selfishly 
urged the retention of stocks for their 
gro: th qualities. So the tendency has 
beer to retain unless the need to sell was 
imp rative, and to hope for the best. 


Fee vary, 1960 


Objections to Full Rule 


Only two serious objections to enact- 
ment of the prudent man rule have been 
raised in recent months. The first is 
that the rule would affect existing as 
well as future trusts. The thought is that 
if a decedent did not want his trustee to 
buy stocks the legislature should not 
come along later and say that the trustee 
may do so. The law is perfectly clear 
that a trustee may invest in whatever the 
legislature authorizes from time to time, 
absent a restriction in the instrument. 
This is essential since otherwise a trustee 
would have the impossible job of trying 
to find out when making any investment 
if it had been an authorized one when 
the trust was established. The legislature 


has made several fundamental changes- 


in authorized trust investments in the 
past 30 years or more; assuming that 
any testator who left a silent will was 
thinking about investments at all, his 
trustee has already had the area of per- 
missible investments extended. 

The second objection is more plaus- 
ible on its face but should not be too 
difficult to answer. It is that there is a 
danger in allowing full discretion to 
individual fiduciaries. There seems to be 
a great fear, particularly on the part of 
some surrogates, that enactment of the 
prudent man rule would bring on a rash 
of speculative investing by individual 
trustees which would result in a flood 
of surcharge cases. And, since testators 
generally absolve their trustees from the 
necessity of furnishing bond, there 
would probably be no practical recourse 


for the beneficiaries if the trustee were 
found to be at fault. 


With only a handful of exceptions, 
the attorneys who told us that most of 
their current wills provided for full in- 
vestment discretion did not indicate 
that it made any difference whether the 
trustee was an individual or a bank. We 
know that individual fiduciaries are 
being given full discretion all the time. 
There has as yet been no flood of sur- 
charge cases. It has been argued that 
with the rising stock market of the last 
15 years there have been no stock losses 
of any moment in most trusts and hence 
no grounds for surcharges. But there 
were plenty of broad discretion trusts 
in existence in 1929 and yet the vast 
majority of attempts to surcharge 
trustees in the 1930s were with respect 
to the making of mortgages and the 
retention of railroad and utility holding 
company securities and not to the pur- 
chase or retention of stocks. Massachu- 
setts has had the prudent man rule for 
nearly 130 years and thirty other states 
have had it for varying periods. There 
has been no flood of surcharge cases in 
these states and certainly no thought 
that the law be repealed and the old- 
fashioned legal list be reinstated. 


Case Guidance 


The prudent man rule is definitely not 
a carte blanche authority to invest in 
anything a trustee chooses. One surro- 
gate asked me how I would judge 
whether any particular trustee was be- 
having like a prudent man. I suppose 
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that fundamentally this determination, 
like all others of a judicial nature, 
would depend on two factors: the weight 
of the evidence and the conclusions that 
any given judge would draw therefrom 
based on his own experience and pre- 
dilections. There are many cases on this 
point, not only in Massachusetts* but 
also in New York.* 

Most of the cases where discretion 
was permissible were decided in favor 
of the trustee if the actions were found 
to be of a reasonable and normal nature 
and exercised prudently. Two frequently 
cited examples are Purdy v. Lynch® and 
Costello v. Costello.6 Neither case in- 
volved the management of a security 
portfolio but they are important because 
they show how courts deal with situa- 
tions where trustees are faced with prob- 
lems as to which they have no guides 
other than their common sense. Their 
exercise of that quality was approved 
in each case. 


So it should not be too difficult to 
determine prudence in any given case. 
We all have standards of prudence, de- 
termined by our education and exper- 


3e.g. Appeal of Dickinson, 152 Mass. 184, 25 N.E. 
99 (1890). 

‘e.g. Matter of Clark, 257 N.Y. 132, 172 N.E. 397 
(1931). 

5145 N.Y. 462, 40 N.E. 232 (1895). 

6209 N.Y. 252, 103 N.E. 148 (1913). 
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ience. The standards will differ from 
person to person but only in minor de- 
gree, at least among judges and lawyers. 
In exercising prudent discretion the 
chief difference between a _ corporate 
trustee and an individual is that the 
corporate trustee is composed of a num- 
ber of men, all presumably prudent 
and with long experience in the invest- 
ment of trust funds, while the individual 
has to take sole responsibility and may 
well be inexperienced. But with the huge 
amount of information available today 
through banks, investment counselors, 
investment houses and brokers, it is rela- 
tively simple for any individual to ob- 
tain all the data about investments he 
can possibly need in order to form a 
considered opinion. 


Good for All 


The idea that individuals are incom- 
petent to act as trustees is very flattering 
to banks and most unflattering to many 
attorneys. All the cases I have cited ex- 
cept Matter of Clark involved individual 
fiduciaries. The cases which established 
the prudent man rule in Maryland, 
Missouri, North Carolina, Rhode Island 
and Vermont all involved individual 
trustees. And our own Court of Appeals 
which was dealing with individuals in 
King v. Talbot had this to say about 
them: 


“If it be said that trustees are 
selected by the testator or donor of 
the trust from his own knowledge of 
their capacity and without expecta- 
tion that they will more than, in good 
faith, exercise the discretion and judg- 
ment they possess the answer is: First 
the rule properly assumes the capacity 
of trustees to exercise the prudence 
and diligence of prudent men in gen- 
eral; and, second, it imposes the duty 
to observe and know or learn what 
such prudence dictates in the matter 
in hand.” 


The suggestion has been made that 
the prudent man rule be made applicable 
to trustees but not to guardians and 
committees. The argument runs that 
since creators of trusts have the right to 
select their trustees they have a responsi- 
bility to choose good ones; whereas the 
right to become a guardian or committee 
is granted by statute to certain persons, 
usually according to the closeness of re- 
lationship, so that the court does not 
have much control over the appointment 
except to make sure that a_ particular 
individual is not obviously disqualified 
from acting. This reasoning overlooks 
the fact that all guardians and com- 
mittees must be bonded and that they 
must account every year. Under the 
Uniform Gifts to Minors Act the custo- 


dians, who in practically all cases wil! 
be members of the family, are not re- 
quired to be bonded or to account. And 
yet the act gives them the widest pos- 
sible discretion as to receiving, holding 
and making investments. Surely there 
can be no valid reason why infants wh 
own their own property but must have i: 
cared for by a guardian should b: 
treated differently investmentwise than 
infants whose property interests are ad 
ministered for them by a trustee or a 
custodian. 

I would like to close with the com- 
ment of the Supreme Court of Missouri 
in Rand v. McKittrick," which case es- 
tablished the prudent man rule as the 
law of that state: 


“ 


. . . the preservation of trust es- 
tates depends more upon the integrity, 
honesty and business acumen of the 
trustees than it does upon arbitrary 
legal classifications of securities 
wherein trust funds may be invested.” 


That expresses the case for the pru- 
dent man rule completely. 


7346 Mo. 466, 142 S.W. 2d 29. 


[Ep. NoTEe: As this issue was going 
to press, the prudent man bill was re- 
jected by the State Assembly, 76 to 67.] 


A A A 


Inflation-Equities-Life 
Insurance 

Dr. Davis W. Gregg, president of the 
American College of Life Underwriters, 
has presented in a pamphlet study with 
the above title an excellent and reasoned 
appraisal of the advantages and weak- 
nesses of life insurance and common 
stocks in periods of inflation. His solution 
is, in essence, a balanced position com- 
posed of fixed-dollar and equity holdings, 
backstopped by adequate life insurance. 
It is Dr. Gregg’s contention that a 100% 
stock position, either for life or retire- 
ment, is strictly speculative and without 
predictable value at the time when it may 
be needed, whereas insurance returns face 
value, in addition to having certain tax- 
free angles not enjoyed by capital gains 
from equities. 

Dr. Gregg’s thesis is not against com- 
mon stocks but against what appears to 
have become an unrealistic widespread 
concept of their ability to resist inflation- 
ary trends. Life insurance shapes up 
strongly in such factors as safety of prin- 
cipal, rate of return, marketability, tax 
factors and assurance of plan completion 
by premium waiver clauses. 

Single copies of Dr, Gregg’s study are 
available at 27 cents from Research and 
Review Service of America, 123 West 
North St., Indianapolis 9. Ind. 
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N. Y. Bank Superintendent 
Reports on Welfare Funds 


The 121 welfare funds that report to 
the New York State Superintendent of 
Banks held total assets of $218 million 
as of September 30, G. Russell Clark 
stated in his annual report recently re- 
leased. Of these funds, 106 with assets 
of $214.8 million are held by institutions 
within the state. For 96 of these (book 
value $163,772,000) trust institutions 
act as trustee, 94 of them being pension 
funds. The other 25 (book value $53,- 
923,000) of which 21 are pension funds, 
are managed by the banks as agents. 

A summary of the assets of 105 pen- 
sion funds taken from the 1958 annual 
statements filed with the Superintendent 
offers the following breakdown: 





Assets (book value) % 
OS. re $47,672,319 26.30 
ee 118,682,661 66.78 
Deposits 4,802,629 2.76 
Other Assets 7,267,079 4.16 
WOtOE, ono $178,424,688 100.00 
RECEIPTS 

From Employers _. $ 44,584,317 82.48 
From Employees _...._—-.2,486,514 5.03 
Other Receipts 6,885,131 12.49 
‘otal 2... BS OSS MEF 100.00 


A desk audit of at least one annual 
statement for each of the funds under the 
Department’s jurisdiction showed that of 
$171 million (book value) of securities 
all but one half of one percent were of a 
quality considered suitable by the De- 
partment. Of the total number of funds, 
44% earned 314% or more and another 
28% earned between 3% and 314%. 

A summary of all pension and other 
welfare funds held by banks in New 


*Represents 111 funds. Ten more were newly reg- 
istered. 











COMMON TRUST FUNDS 


COMPARATIVE VOLUME AND ASSET COMPOSITION 
AS PERCENT OF EACH TOTAL FUND 
AS OF OCTOBER 31,1959 
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WELFARE FUNDS IN NEW YORK STATE BANKS 
(As of Sept. 30, 1959 in thousands of dollars) 


I. Pensions 
Registered with Dept.** 
Not registered 





Total pension __ 





II. Profit sharing not registered — 
Ill. Thrift or savings not registered 


IV. Supplemental unemployment benefit 
Registered with Dept. —.____ 
Not registered 


pt NE a Se ae 


V. Other welfare funds 
Registered with Dept. 
Not registered 


Total other welfare 


VI. All funds 
Registered with Dept. 
a 
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Trusteeships Agencies 
No. of Book No. of Book 
Funds Value Funds Value 
80 $ 161,050 21 $ 51,275 
2,421 11,149,462 110 549,291 
2,501 $11,310,512 131 $600,566 
1,129 $ 560,718 33 $ 9,830 
80 445,235 2 220 
1 $ a 
94. 100,389 8 __. 
95 $ 100917 #£x__ 
1 $ 1,167 3 $ 757 
25 6,174 87 71,227 
26 $ 7,341 90 $ 71,984 
82 $ 162,745 24 $ 52,032 
3,749 12,261,978 232 630,568 
3,831 $12,424,723 256 $682,600 


**Only funds “established or maintained’’ by management and labor jointly are required to register. 





GROWTH OF FUNDS HELD BY CORPORATE TRUSTEES 


Year 
As of December 31 


1936 


Book Value 

of Assets 

No. of Funds (000 omitted ) 

54 $ 295,932 

101 502,231 

704 1,611,481 
1,387 3,572,545 
2,706 8,428,000 
4,087 13,107,323 





York State as of September 30 appears 
herewith. 


The funds now held by New York 
banks continue to constitute approxi- 
mately 50% of all such funds in the 
United States. Of the 4,087 funds with 
assets of $13.1 billion held by all New 
York banks, 3,079 funds with assets of 
$12.6 billion are held by eleven New 
York City banks and the remainder are 
distributed among 68 other banks 
throughout the State. 


The report also reveals that trust de- 
partment gross earnings in 1958 totaled 
$125,009,000 compared to $119,667,000 
the previous year. As a percentage of 
current operating earnings of the insti- 
tutions the trust departments moved up 
from 10.46% to 10.59%. New York City 
trust departments accounted for $118,- 
114,000 of the 1958 sum as against 
$113,213,000. 


Three discretionary Common Trust 
Funds were established during 1959 in- 
creasing ot 22 the total in operation as 
of October 31. Legal funds remained at 
22. The total asset value for the 44 funds 
was $515 million compared to $481 mil- 
lion a year earlier. Four discretionary 
funds already authorized (2 in 1959 and 
2 earlier) had not been established as 
of the date of the report. 


— for estates, 





neta TRUST 

inden and | acpssrmeat 

corporations. | yEapQuARTERS 
Call upon us Phoenix, 
Arizena 


for any services 





needed in Arizona 
by your clients /@ 
or customers. 


STATE- 
WIDE 





















QUALIFIED PENSION PLANS 
FOR CLINICS 


LTHOUGH MANY STATES PROHIBIT 
Aine incorporation of doctors and 
other professional men, they do permit 
the association of professionals to prac- 
tice as a group instead of as individuals. 
It has long been a problem whether such 
groups can be classified for federal in- 
come tax purposes as corporations. An 
important corollary of an affirmative 
answer — such as given by the courts 
in the Kintner and Galt cases — is that 
the doctors themselves (or other associ- 
ates) can participate in a pension plan 
established for the “employees” of the 
association. 

After considerable study — the Kint- 
ner case was decided in 1957 — the In- 
ternal Revenue Service has at last issued 
proposed regulations (301.7701-2) gov- 
erning the taxation of an organization 
of individuals carrying on a business or 
profession for profit. These Regulations 
interpret the corporate characteristics of 
Section 7701 of the Code, namely (1) 
Continuity of life, (2) Centralization of 
management, (3) Limitation of liability, 
and (4) Transferability of interests. 

We may illustrate these proposed reg- 
ulations by summarizing the example 
cited therein as an organization taxable 
as a corporation for all federal tax pur- 
poses. This concerns a group of seven 
doctors who have formed a clinic for 
their mutual profit. They have each 
transferred assets to the clinic and have 
agreed that no member has an individ- 
ual interest in these aggregate assets. It 
has been further agreed that a withdraw- 
ing member cannot dissolve the organ- 
ization (which can only be liquidated by 
a vote of three-fourths of its then mem- 
bers), and that it wil also continue after 
the deaths of all or any of its present 
members. A member can transfer his 
rights to any other non-member doctor 
provided he first gives the organization 
the chance of purchasing his interest at 
its fair market value. 

Furthermore, the management of the 
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clinic resides exclusively in an elected 
committee of four members (out of the 
seven) which may bind the organization. 
Outsiders have had notice of this man- 
agement group. However — and this is 
an acceptable restriction on the charac- 
teristic of limited liability in its corpo- 
rate sense — members of the clinic are 
personally liable for all the debts of the 
clinic. 

There must be many hundreds of clin- 
ics or real estate investment houses 
where the foregoing characteristics oc- 
cur, or could be made to do so by an 
appropriate modification in the associa- 
tion agreement. This means that numer- 
ous groups of doctors and other pro- 
fessional men can now cover themselves 
(as well as their “employees”) by a 
qualified pension plan or profit-sharing 
trust. However, it must be noted that 
certain local laws permit the dissolution 
of any association by a withdrawing 
member irrespective of any agreement to 
the contrary. Other laws may impose re- 
strictions on the attempt of a group of 
individuals to assume corporate form. 
Such laws must be examined carefully 
before a clinic establishes a pension plan 
for its employee-members and other em- 
ployees. 


MR. GOODMAN 
ANSWERS QUESTIONS 


In last month’s column we summar- 
ized part of Mr. Isidore Goodman’s pre- 
pared speech to the American Pension 
Conference in December. The American 
Pension Conference has now issued a 
mimeographed transcript of the ques- 
tion-and-answer period that followed for 
an hour or more. There is hardly any 
need to say that the Chief of the Pension 
Trust Branch of the IRS was never once 
“stumped” by a questioner and effec- 
tively displayed his fantastic memory 
of every revenue ruling issued since 
1944 (including its reference number! ) 

The questions asked can be conveni- 
ently summarized under three heads, 
(i) Qualifiability of pension and profit- 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


sharing plans, (ii) Employer’s tax prob 
lems, and (iii) Employees’ tax problems. 
We omit any reference to questions that 
Mr. Goodman answered merely by re- 
ferring his questioner to a_ published 
ruling or to those where the form of 
the question prevented a useful answer. 


Qualifiability 

Three important questions were asked 
on the subject of pension credits for ser- 
vice with a predecessor company. Mr. 
Goodman pointed out that a successor 
company could grant pension credits for 
service with a predecessor but the actual 
aggregate pensions paid had to satisfy 
the reasonable compensation rule as to 
services rendered to the successor. The 
result could be that certain individuals 
would have their pensions limited. For 
example, suppose that an employee who 
was 64 at the time he came under the 
successor company’s pension plan had 
30 years of service with the predecessor 
and only one year left to work for the 
successor company. His pension of $5,- 
000 a year, say, would be reckoned as 
worth about $60,000 to him at age 65, 
and the question would be whether the 
services he rendered the successor com- 
pany in his one year of service there 
were worth $60,000. If not, his pension 
would have to be reduced appropriately. 

It may be noted that if the predecessor 
were a subsidiary liquidated into its par- 
ent company the whole period of service 
of an employee with the predecessor- 
subsidiary and with the successor com- 
pany may be counted in application of 
the reasonable compensation rule. Thus 
in the foregoing example the pensioner 
would have 31 years of service for 
which he was receiving a pension worth 
$60,000. 

Although this point was not made by 
Mr. Goodman, it would seem that a 
successor company would get no tax de- 
duction for pay-as-you-go pensions con- 
tinued to the pensioners of the predeces- 
sor company — unless the latter had 
been a subsidiary prior to the merger. 
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When two companies merge, each of 
th. two original pension plans may be 
co.itinued for the ex-employees of each 
co npany provided no discrimination de- 
ye.ops when the employees are consid- 
ered as a whole in the single successor 
co:poration, 

“our other questions answered by Mr. 
Goodman can be summarized as follows: 


(a) <A corporation with only three 
employees, all stockholders, but all 
bona fide employees, would qualify for 
a pension or profit-sharing plan — 
provided onerous conditions were not 
imposed on subsequently hired em- 
ployees to keep them out of the plan; 

(b) Employees may optionally pay 
up to 10% of their total compensa- 
tion even to a plan based only on 
compensation in excess of $4,800 a 
year; 


(c) A _ profit-sharing plan may 
treat death in service as a severance 
and thus avoid paying a death benefit 
to a non-vested employee’s _benefi- 
ciary; 

(d) Specific rulings must be given 
on any “integrated” variable pension 
plan. 


Employer’s Tax Problems 


There were two interesting questions 
on deductibility of an employer’s con- 
tributions to his pension plan. In answer 
to the first, Mr. Goodman made it clear 
that a company on an accrual basis must 
fix its contribution to its pension plan 
during its tax year and accrue it before 
the end of that year — even though it 
does not have to make the correspond- 
ing contribution until it actually files its 
tax return. However, the company need 
not accrue its actual dollar contribution 
but can specify (e.g., in a Board resolu- 
tion) that the eventual contribution will 
be that obtained by adding to the 
Normal Cost, as computed by the actu- 
ary, a given percentage of the unfunded 
Past Service Cost computed as of the 
tax year-end. 


In answer to the second question, Mr. 
Goodman emphasized that in connection 
with a multiple-employer pension plan 
established as a result of bargaining ne- 
gotiations, the administrator could fur- 
nish the information called for under 
Section 1.404(a)-2 of the Regulations. 
This relieved the individual employers 
from justifying the deductibility of their 
contributions at the agreed-upon cents- 
per-hour rate. However. this does not 
apply to a unilateral multiple-employer 
plan. In such a case each affiliated em- 


. ployer must separately meet all the re- 


quirements as to qualification and de- 
duciibility of contributions. (P.S. 61, 
Part A, simplifies the justification of de- 
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ductibility in cases where separate costs 
are difficult to compute). 

The question as to when a suspension 
of contributions would be considered to 
have ripened into discontinuance under 
Rev. Rul. 57-163, Part 5(b) (4) was 
said to be one of fact to be decided by 
the Revenue Agent concerned. 

Other questions revealed that life in- 
surance companies may have difficulty 
in determining which of their reserves 
are properly allocable to pension plans 
“deemed to qualify” under Section 401 
(a) of the Code. Under a new law such 
reserves will be subject to favorable tax 
treatment, 


Employee’s tax problems 


Two separate groups of questions 
concerned the “capital gains” treatment 
of benefits under a pension or profit- 
sharing plan and the occasions when 
“constructive receipt” of benefits could 
be deemed to have occurred. 

In his replies to the first group, Mr. 
Goodman reminded his listeners that 
capital gains are only available to bene- 
ficiaries receiving liquidation of their 
interests in a single tax year from a 
qualified trust fund — with the excep- 
tion of a possible supplemental distribu- 
tion from a profit-sharing plan resulting 
from the subsequent activities of the 
trust. Thus, if the trustee pays an em- 
ployee’s benefits into a specially created 
(unqualified) trust, the employee will 
not obtain capital gains treatment when 
he eventually receives his interest in a 
single sum from that trust. Furthermore, 
only bona fide employees are entitled to 


capital gains treatment — and the Em- 
ployment Tax Branch will decide 
whether an individual is an employee 
for income and social security tax pur- 
poses. However, as pointed out by Denis 
B. Maduro, chairman of the meeting, if 
the pension or profit-sharing funds of a 
liquidated subsidiary are “frozen” at the 
time of liquidation and paid out later in 
single sums to the full-vested employee 
beneficiaries, the latter still receive capi- 
tal gains on these eventual distributions. 

What to us was the most important 
pronouncement of the meeting was Mr. 
Goodman’s position (which, unfortun- 
ately, does not bind the Treasury) on 
single-sum payments during the first 10 
years of a plan’s existence. It is well 
known that Mimeo 5717 stipulates that 
during these years “funds which may be 
used for benefits of employees who are 
. . . . highly compensated must be re- 
stricted.” The term “benefits” is defined 
to include “withdrawal values” but to 
exclude “death benefits.” 

This has usually been interpreted to 
mean that a highly paid executive retir- 
ing within the first 10 years of a plan’s 
existence would be required to take two 
bites at the cherry, so to speak, if he 
desired a lump-sum distribution in lieu 
of pension, the first “bite” being the 
restricted amount ($10,000 — or one- 
fifth of his salary if smaller — for each 
year of the plan’s existence) with the 
balance of $X paid at the end of the 
10 years. Such a procedure effectively 
prevents the application of capital gains. 

However, Mr. Goodman thought that 
provided the employee gave the trustee 
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an escrow agent’s guarantee to repay 
the $X (with interest?) to the trust if 
the plan should terminate within the 10 
years, said trustee would be able to 
disburse the whole employee interest in 
one sum at the time of his retirement. 
This would enable the employee to claim 
capital gains tax rates. 

Most of the questions on “construc- 
tive receipt” were answered by reference 
to specific Code sections or Revenue 
Rulings. The whole subject is very tricky 
and our impression is that lawyers are 
not in entire agreement about when a 
“constructive receipt” has occurred. 


We Stand Corrected on OASDI 


In the December 1959 column we 
wrote that OASDI is essentially a pay- 
as-you-go system. Robert J. Myers, 
Chief Actuary of the Department of 
Health, Education, and Welfare of the 


Social Security Administration, writes: 


“In my opinion, this is not entirely 
the case because it is somewhat of a 
mixture of current cost and full re- 
serves, although much more nearly 
the former than the latter. At the 
present time, interest earnings meet 
about 5% of the benefit costs and over 
the long-range future it is antici- 
pated that interest earnings will meet 
from 5% to 10% of the benefit costs. 
This to me seems to be somewhat more 
than current cost financing.” 
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MANAGERS OF INVESTMENTS 


Acts as Executor, Trustee, Agent, 
and in other 
Personal Fiduciary Capacities. 
Profit Sharing and Pension Funds. 
Checking Accounts. 


ABA Publishes New 
Employment Opportunity 
Manual 


The Department of Bank Personnel 
Administration of the American Bank- 
ers Association has published a new 
booklet, “Future Unlimited — Career 
Opportunities in Banking for High 
School Graduates” to provide informa- 
tion about employment opportunities in 
banks. The illustrated booklet is avail- 
able, upon request, to educators and 
students without charge in limited quan- 
tities. Banks desiring to distribute it 
in quantity will be given a bulk rate 
price, and may obtain sample copies and 
prices without charge from the A.B.A., 
12 East 36 St., New York 16. 


AAA 


Personal Trust Quick Quiz 


“Quick Quizzes” on bank services 
have been developed at Indiana National 
Bank, Indianapolis, as part of the em- 
ployee training program. There are ten 
questions on each consumer service, 
with multiple choice answers for testing 
oneself and the correct answers on the 
back of the sheet. For Personal Trusts 
and some other services, however, only 
correct answers are given. 


Trust questions relate to the creation 
and investment of trust funds, the range 
of potential beneficiaries, the advantages 
of a trust, the use of the common trust 
fund, who can set up a trust and how, 
and who decides its duration. For fur- 
ther information write vice president R. 


Kirby Whyte. 
AAA 


e Harold W. Lewis, vice president, First 
National Bank, Chicago, has been ap- 
pointed general program chairman for 
the Financial Public Relations Associa- 
tion’s 1960 convention to be held October 
30-November 3 in Boston. 








Sometimes employees ignore the values and advan 
tages of deferred benefits, and quit in order to ge: 
their hands on such cash as may be collectible. 


From ‘‘Employee Benefits; Asset or Liability” 





Booklet on Employee Benefits 


Employee Benefits: Asset or Liabil- 
ity?,* a provocative 24-page brochure, 
written by communication consultant, 
William Exton, Jr., delves into the 
psychological aspects of benefit com- 
munication. 

The majority of companies in this 
country, spending millions of dollars on 
benefits, have been lax in letting their 
employees know of these benefits and 
how much they cost. Mr. Exton’s book 
offers insights as to the objectives which 
should be established in a communica- 
tions program. He indicates the basic 
reasons why such benefits came into be- 
ing and how management may capitalize 
to a greater extent on its expenditures. 


*Charles D. Spencer & Associates, Inc., 180 W. 
Adams St., Chicago 3, Ill. $2.00. 


A AA 


e J. Marion Adams, vice president and 
trust officer of Georgia Railroad Bank 
& Trust Co., Augusta, will be a panel 
member of the Fourth Annual Institute 
for the Ordinaries (Probate Judges) of 
Georgia, sponsored by the University of 
Georgia Law School at Athens, April 
20-22. Mr. Adam’s subject will be “Guar- 
dianship Cases.” 
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Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 
otherwise invest in real estate. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


central Arizona, Phoenix — On Jan- 
la:'y 4 Jack T. Fuller, attorney, spoke on 
“Transfer of a Business Interest in the 
Estate Plan.” 

Southern Arizona, Tucson — On Jan- 
uary 18 William L. Raby, assistant pro- 
fessor of accounting, University of Ari- 
zona, discussed “The Proposed Regula- 
tions Defining Associations Taxable As 
Corporations.” John W. McIntee, C.L.U., 
a council member, reviewed an article on 
“General and Special Uses of Life In- 
surance Trusts” by Douglas G. Chap- 
man, Jr., published in TRUsTs anpD Es- 
TATES, September 1959. 

East Bay (Oakland, Calif.) — On 
January 11 David M. Tait, San Fran- 
cisco appraiser, was the speaker. On 
January 26 valuations for various pur- 
poses were discussed informally. 

Central East Coast of Florida — A 
new council, representing the coastal sec- 
tion from Titusville to Fort Pierce, held 
its first meeting December 8 at Indialan- 
tic when A. R. Cassidy, C.L.U., was the 
guest speaker. The officers (all of Mel- 
bourne), who were also the organizers, 
are: Pres.—Paul C. Schmitt, trust off- 
cer, Bank of Melbourne & Trust Co.; 
Vice Pres.—Stan Safranski, New York 
Life Insurance Co.; Vice Pres—W. J. 
Vaughn, attorney; Sec.—William D. 
Peyraud, Equitable Life Assurance So- 
ciety of the U. S.; Treas.—E. J. Reid, 
accountant. 

Central Florida (Orlando) — On Jan- 
uary 21 Stephen T. Dean, attorney, dis- 
cussed “Election and Use of Option Cor- 
poration” centering around small corpo- 
rations that may now elect to be taxed 
as a partnership. 

East Coast, Florida (Palm Beach) — 
On January 29 Kenneth L. Black, pro- 
fessor of law, University of Florida, 
spoke on “Professional Partnerships.” 

Northeast Florida (Jacksonville) — 
On January 21 James J. Freeland, pro- 
fessor of law, University of Florida, 
spoke on “Recent Developments in the 
Tax Problems of Deferred Compensa- 
tion.” 

Southeast Florida (Miami) — On 
January 20 Rene A. Wormser, New York 
attorney and author, was the speaker at 
a special meeting of the council, 

South Bend, Ind. — On January 25 a 


panel consisting of John Carey, modera- 


. tor, Mendel Piser, C. J. Major, Ed 


Charlette, Frank Sullivan, John Dobson 
anc Frederick K. Baer, discussed pen- 
sion and profit sharing plans. 

Des Moines, lowa — On January 13 
Eu;ene C. Leslie, advanced underwriting 
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specialist, Northwestern Mutual Life In- 
surance Co., discussed “Professional As- 
sociations.” 

Boston, Mass. — On January 19 Jos- 
eph N. Desmon, C.L.U., general agent 
for Continental Assurance Co., Buffalo, 
discussed “Business Insurance.” 

Mississippi (Jackson) — On January 
18 Richard A. Sanders of the Federal 
Reserve Bank of Atlanta spoke on “Es- 
tate Planning as Viewed by a Bank 
Examiner.” Newly elected officers are: 
Pres.—Robert W. Hartford, C.P.A; Vice 
Pres.—Hal Dale, general agent, Mutual 
Benefit Life Insurance Co.; Sec.-Treas. 
—tLee R. Spence, vice president and 
trust officer, Deposit Guaranty Bank & 
Trust Co. 

St. Louis, Mo. — On January 18 Les- 
ter Ponder, Indianapolis attorney, spoke 
on “The Mills Tax Study and its Effect 
on Estate Planning.” 





Lester Ponder, (left), Indianapolis attorney, 
who spoke at the first meeting, January 18, 
of the newly formed Estate Planning Coun- 
cil of St. Louis, is shown with president J. 
Harry Veatch, general agent for North- 
western Mutual Life Insurance Co. 


Eastern New York (Troy) — On Jan- 
uary 12 Joseph H. Murphy, Commis- 
sioner of Taxation and Finance, State of 
New York, spoke on “Current Trends in 
Income Taxation.” 

New York City — On January 25 this 
newly organized council discussed “In- 
flation in Estate Planning.” The leaders 
were Benjamin L. Stern, life underwrit- 
er, David Stock, attorney, and H. Avery 
Rafuse, C.P.A. Officers for the current 
season are: Pres.—David Stock, attor- 
ney; Vice Pres.—T, T. Shaw, C.P.A.; 
Sec.—Alfred S. Howes, life underwriter: 
Treas.—Benjamin L. Stern, C.L.U. 

Charlotte, N. C. — On January 12 
Robert J. Lawthers, director of estate 
planning services, New England Mutual 
Life Insurance Co., spoke on “Stock Re- 
demption Arrangements for Death — the 
Present Atmospheric Conditions.” 

Fargo-Moorhead, N. D. — On Janu- 
ary 11 R. C. Pierce, manager of the 
Fargo office of Jamieson & Co., spoke on 
“Types of Investments.” 


Cleveland, Ohio — On January 11 the 
Society of Estate Analysts heard a talk 
on “Current Developments in the Field 
of Deferred Compensation” by Nelson 
P. Rose, attorney. 

Dayton, Ohio — On January 19 Dr. 
E. B. O’Leary, professor of economics, 
University of Dayton, discussed the eco- 
nomic outlook for 1960 and a long range 
projection for the decade just beginning. 

Bucks County, Pa. — On January 5 
Robert L. Mays, director of training and 
assistant manager of agencies, Fidelity 
Mutual Life Insurance Co., spoke on 
“Types of Policies and Kinds of Op- 
tions.” 

Pittsburgh, Pa. — On January 12 
John J. Balles, vice president, Mellon 
National Bank & Trust Co., discussed 
the “Business and Credit Outlook for 
1960.” 

Dallas, Tex. — On January 14 Joseph 
F. Trosper, Ph.D., spoke on “Apprais- 
ing the Human Asset for Business Life 
Insurance Requirements.” Dr. Trosper is 
chairman of the insurance department 
of Southern Methodist University. 

El Paso, Tex. — On January 19 David 
Reed, vice president and trust officer, 
First National Bank of Dallas, discussed 
“Trust Administration of Oil and Gas 
Interests.” 

San Antonio, Tex. — On January 19 
J. Chrys Dougherty, Austin attorney, 
spoke on “Life Insurance Proceeds — 
At Settlement Option or Through a 
Trust.” . 

Milwaukee, Wis. — On January 18 
William J. Grede, president of Grede 
Foundries, Inc. and past president of the 
National Association of Manufacturers, 
spoke on the “Business and Political 
Outlook.” Officers elected for the ensu- 
ing term are: Pres.—A. Jack Nussbaum, 
president of Northern States Life Insur- 
ance Corp.; Vice Pres—A. W. Ander- 
son, assistant vice president and assis- 
tant trust officer, Marshall & Ilsley Bank; 
Sec.-Treas.—V. A. Swanson, attorney. 

Toronto, Ont. — A resume of the De- 
cember meeting’s discussion on liquidity 
formed the basis for the January 5th 
program. 


AAA 


e New vistas in life insurance marketing 
for the agent will be explored at the 
17th Life Underwriting School scheduled 
July 25-29 at the University of Connecti- 
cut. The curriculum includes: Referred 
Compensation; Split Dollar and Varia- 
tions; Life Insurance Agents an the 
Sale of Accident and Sickness Insurance; 
Health and Welfare Problems; Group 
Insurance; Pension and Profit Sharing; 
Selling Life Insurance Fund to Employe 
Benefits; and Gifts to Widows. 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


ALABAMA 


BIRMINGHAM—Frank A. Plummer, president, assumed the 
duties of chief executive officer of BIRMINGHAM TRUST Na- 
TIONAL BANK. John S. Coleman, who has served in this 
role since 1937, first as president and then as chairman, 
has reached retirement age but will continue as chairman. 
Howard R. Straughan, Jr. advanced to corporate trust offi- 
cer; and Robert E. Kelly elected manager of the real estate 
division of the trust department. 


MOBILE—First NATIONAL BANK promoted Joseph H. Baker, 
Jr. and Edward T. Sauls to trust officers. Baker has been 
with the bank since 1955; Sauls since 1957. 


ARIZONA 


PHOENIX—tThree attorneys have joined the staff of the 
rapidly expanding trust department of First NATIONAL 
BANK OF ARIZONA. Serving as trust representatives for 
the bank’s 57 offices are David Robert Dove and Robert E. 
Lee Walker. Eugene E. Keller has been assigned as tax 
officer. Dove holds a B.A. degree from Ohio Wesleyan U. and 
graduated in 1958 from Ohio Northern Law School with a 
law degree. In 1954 Walker received his LL.B. from Kansas 
U. Keller received his LL.B. degree in 1955 from U. of 
Kansas. As tax officer of First National, he handles all tax 
matters relating to estates, trusts and guardianships. 


ARKANSAS 


LITTLE ROCK—James H. Rice promoted to vice president 
and trust officer, First NATIONAL BANK. A graduate of 
Washington and Lee U. and Arkansas Law School, Rice 
is on the American Bankers Association Trust Division 
Committee on Relations with Life Underwriters and is one 





JAMES H. RICE 
Little Rock 


JAMES F. HEALY 
San Diego 


H. E. PARKER, JR. 
San Diego 


of the organizers of the Central Arkansas Estate Planning 
Council. Elected asst. trust officer is Douglas Glover, who will 
graduate from Arkansas Law School in June. 


CALIFORNIA 


OAKLAND, SACRAMENTO & SAN JOSE—At Oakland 
main office of FIRST WESTERN BANK & TRusT Co., Joseph K. 
Clark appointed trust officer and assistant secretary; and 
Gerald L. Otey named asst. trust officer and continues as 
manager of the properties department. In Sacramento. C. F. 
Marelia (graduate of U. of California and Hastings Col- 
lege of Law) named trust officer in addition to assistant 
secretary. In San Jose, C. M. Boardman named trust officer. 
Boardman started 30 years ago with Cape Ann National 
Bank, Gloucester, Mass., and joined First National Bank 
of Nevada in 1946 where he remained until joining First 
Western recently. 


ONTARIO—First NATIONAL BANK which received trust 
powers recently has named Charles G. Gehrken trust officer. 


SAN DIEGO—At First NATIONAL Trust & SAVING BANK, 
Harry E. Parker, Jr. and James F. Healy advanced to vice 
presidents and trust officers. Parker joined the First staff 
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PHILIP G. MARKWART 
San Francisco 


GREGORY STONE 
San Francisco 


WoopDrRow DENNEY 
San Francisco 


in 1947 and is a member of the trust investment committee. 
He is a graduate of Stonier Graduate School of Banking at 
Rutgers U. and is a member of the committee on Relations 
with the Public of the Trust Division, A.B.A. Healy joined 
the staff in 1936, and is in charge of operations in the trust 
department. 


SAN FRANCISCO—At the head office of AMERICAN TRUST 
Co., Charles E. Fagg, Edwin G. Roodhouse and J. van 
Amerongen promoted to asst. vice president and trust officers. 


SAN FRANCISCO—CRrRocKER-ANGLO NATIONAL BANK pro- 
moted Philip G. Markwart to vice president and trust in- 
vestment officer. Markwart began his banking career in 1946 
with the investment analysis division of the trust depart- 
ment. 


SAN FRANCISCO—Woodrow W. Denney and Gregory Stone 
appointed vice presidents and trust officers of FIRST WESTERN 
BANK & TRUST Co. Denney joined the bank in 1954, was 
previously with the legal and examination department of 
the Federal Reserve Bank of San Francisco and recently 
elected president of the Associated Trust Companies of 
Central California. A graduate of Harvard U. and its Law 
School, Stone joined the main office trust department in 
1955 after having served with First National Bank of Ore- 
gon and First National Bank of Miami. J. P. Morrison, 
graduate of Central States School of Banking, Madison, 
Wis., named trust officer. 


SAN FRANCISCO—J. A. Ducournau has retired as vice 


president in charge of the trust investment department 
of WELLS FARGO BANK. 


SANTA CRUZ—Francis M. Harris appointed trust officer 
to head the new trust department of CouNTY BANK (trust 
powers reported in T&E 9/59 p. 894). A graduate of Prince- 
ton U., Harris was associated with the trust department of 
BANK OF CALIFORNIA N.A. for four years, prior to which 
he had been in the investment securities business many years. 


COLORADO 


DENVER—J. E. Montague elected president of AMERICAN 
NATIONAL BANK succeeding Charles W. Waddell, who re- 
signed. At one time with General Motors Corp. and General 
Motors Acceptance Corp., Montague joined the bank in 1946 





LAEL N. BATCHELOR 
Melbourne, Fla. 


J. E. MONTAGUE 
Denver 


JANE ASHBY 
Denver 
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A. W. THOMPSON 
Miami 


LESLIE L. REID 
Chicago 


LAYMAN L., Hay 
Chicago 


in charge of the installment loan department, and in 1958 
became executive vice president. 


DEN VER—DENVER UNITED STATES NATIONAL BANK ad- 
vanced Miss Jane Ashby to trust officer and named three 
new asst. trust officers: William J. Brennan, Kent O. Olin 
and Robert A. Williams. Miss Ashby has been in the invest- 
ment section of the trust department since 1948. Educated 
at Smith College, Columbia and New York U., she was 
associated with a New York investment house and later 
with the trust department of Chemical Corn Exchange Bank 
before going to Denver. Brennan heads the tax section of 
the trust depariment, is a graduate of College of St. Thomas 
and U. of Denver School of Law, and spent ten years with 
the Internal Revenue Service before joining the bank. Olin 
is a graduate of Rippon College. Williams holds three degrees 
from U. of Iowa and its Law School, and was made a trust 
administrator in 1954. 


CONNECTICUT 


HARTFORD—Ernest R. Screen named asst. vice president 
and asst. trust officer at the Farmington Avenue office of 
CONNECTICUT BANK & TRusT Co. 


NEW BRITAIN—At NEw BRITAIN NATIONAL BANK, Ray 
W. Howard advanced to vice president and trust officer; 
Roger L. Offen, Jr. to trust officer; and Boleslaw A. Gry- 
boski to asst. cashier and asst. trust officer. 


NEW HAVEN—Donald K. Walker joined UNION & NEW 
HAVEN TRUST Co. as trust officer in the trust investment 
division. Prior to his association with Yale U. in 1948, when 
he was former executive secretary of the Committee on 
Enrollment and Scholarships, Walker was with Brown 
Brothers Harriman & Co. in charge of its investment de- 
partment. 

Henry L. Galpin retired as chairman of the board after a 
banking career spanning nearly 60 years. His special field 
has been trust services, and he was instrumental in the 
development of high standards of trust procedure through- 
out Connecticut. Galpin was head of the trust department 
more than 25 years until 1945. 


FLORIDA 
MELBOURNE—Mrs, Lael N. Batchelor promoted to asst. 


SEE 





WALA ihi hh ik kh hhh hi hd lla. Chel 
HEIRS . . WITNESSES TO WILLS . . STOCKHOLDERS . . DEBTORS ond OTHERS 


GEM: 


FeBruary, 1960 


trust officer at BANK OF MELROURNE & TRUST Co. Mrs. 
Batchelor, who joined the trust department at the last trust 
office headquarters for the McNulty Group of ten banks 
in central Florida in August, is a graduate of Pierce Busi- 
ness College in Philadelphia. 
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MIAMI — Edward F. Swenson, Jr., 
elected senior vice president of First 
NATIONAL BANK; Victor J. Riley, Jr., 
asst. trust officer. Swenson joined the 
bank in 1954 and became vice presi- 
dent in addition thereto. 








MIAMI—tTrust officers appointed at LITTLE River BANK & 
Trust Co. are: William Baraket and Douglas R. Bell. 
Baraket is a graduate of Miami U., Oxford, Ohio and 
Salmon P. Chase College of Law. Bell, a graduate of U. of 
Southern California, has duties in development of trust 
new business and estate planning. 


MIAMI—Alfred W. Thompson has returned to SECURITY 
TruUsT Co. as vice president and trust officer. A graduate of 
Wharton School of Finance, U. of Pennsylvania, Thompson 
has 24 years background in top trust administrative positions, 
most recently with First NATIONAL BANK of Miami. He is 
president of the Corporate Fiduciary Association of South- 
east Florida. 

Alec P. Martin appointed asst. trust officer, specializing in 
tax aspects of trusts and estates and administration of com- 
mon trust funds. 


ORLANDO—Carl B. Hall advanced to asst. trust officer, 
First NATIONAL BANK. 


TAMPA—Julian D. Halliburton appointed associate trust 
officer of EXCHANGE NATIONAL BANK. 
GEORGIA 


COLUMBUS—FourtTH NATIONAL BANK promoted Arnold L. 
Smith to asst. trust officer. 


SAVANNAH—C. Lee Butler named trust officer at CITIZENS 
& SOUTHERN NATIONAL BANK. 


IDAHO 


BOISE—John A. Schoonover advanced from president to 
board chairman, IDAHO First NATIONAL BANK. William E. 
Irvin succeeds him as president; and Thomas C. Frye selected 
executive vice president. 


ILLINOIS 


CHICAGO—At CiTy NATIONAL BANK & TrRusT Co. Leslie 
L. Reid promoted from trust officer to vice president; Lay- 
man L. Hay from trust officer and asst. secretary to vice 
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DEE L. FROST 
Des Moines 


C. REAM DAUGHRITY 
Des Moines 


PHILIP E. BYRON, JR. 
Elkhart 


president and asst. secretary; and Philip J. Dambach, Wil- 
liam J. Purcell and James L. Wymer made trust officers. 
Richard J. Merrick promoted to trust officer and asst. secre- 
tary. Reid, an attorney, heads the trust probate division and 
was a beneficiary of a trust handled by the bank, spending 
his entire business career with City National. Hay, also an 
attorney, works in general trust administration and is past 
chairman of the Committee on Trust Law of the Chicago 
Bar Association. Dambach and Wymer both are members of 
the investment counsellors division; Purcell is concerned 
with trust business development. 


CHICAGO—Walter C. Kipper elected assistant secretary in 
the trust department of CONTINENTAL ILLINOIS NATIONAL 
BANK & Trust Co. A graduate of Northwestern U. Law 
School in 1953, Kipper was engaged in private practice be- 
fore joining the bank in 1958. 





tot 

CHICAGO—Thomas H. Beacom 
elected senior vice president and con- 
tinues as head of the trust department 
of First NATIONAL BANK. Raymond H. 
Becker elected senior vice president and 
cashier; Charles Z. Meyer, senior vice 
president and comptroller. Beacom is 
chairman of the executive committee 
of the Trust Division, American Bank- 
ers Association. 

Other changes in senior management included promotion 
of Homer J. Livingston to board chairman and continuing 
as chief executive officer; Walter M. Heymann to vice chair- 
man; Gaylord A. Freeman, Jr. to president; and Herbert 
V. Prochnow to executive vice president. Ellerton A. Lodge 
promoted to vice president and transferred from the trust 
department to Division H, commercial department; and 
Frank G. Helmbold elected asst. trust officer. 





THOMAS H. BEACOM 
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CHICAGO—Joseph G. Porter named 
senior vice president at LA SALLE Na- 
TIONAL BANK, the first such designa- 
tion there. Porter, a graduate of North- 
western U. Law School, joined the 
bank in 1940 and has headed the trust 
department since 1942. 








CHICAGO—In NorTHERN TRUST Co.’s trust department Van 
R. Gathany, Richard E. Kleeman and Robert F. Reusche 
promoted to second vice presidents; and Ralph G. Hulett, 
Richard P. Tillack and Robert J. Waters appointed assistant 
secretaries. 


CHICAGO—SEars BANK & TRUST Co. promoted Emil Bender 
to asst. vice president from asst. trust officer, and Richard 
Abrahamson to trust officer. Prior to joining Sears Bank, 
Bender had many years of experience in investment research 
work with a New York bank. Abrahamson started with the 
trust department after obtaining his law degree at De Paul 
U. He is also a graduate of Lake Forest College. 
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OCC IO 
EVANSTON—Gilbert A. Smith, vice 
president and trust officer in charge of 
the trust department, elected to the 
board of STATE BANK & TRUST Co. 
Smith, a graduate of Stonier Graduate 
School of Banking and Illinois Bankers 
Association Trust Development School, 
is a member of the Bar and is a past 
president of the Chicago Chapter of 
Former FBI Agents. 

John R. Castles and French Waterman were promoted 
to trust officers. Castles is a graduate of U. of Chicagc 
and the Trust Development School, while Waterman is a 
graduate of Yale and Northwestern U. Law School. 





GILBERT A. SMITH 





LAKE FOREST—John F. Kennedy elected trust officer of 
NATIONAL BANK. 


O’FALLON—First NATIONAL BANK elected Irva Meckfessel 
an asst. vice president and asst. trust officer. 
SPRINGFIELD—Vice president and trust officer Robert 
V. Prather elected a director at ILLINOIS NATIONAL BANK. 
Prather joined the trust department in 1942. He is a graduate 
of Princeton and Northwestern U. Law School. 


INDIANA 


ELKHART—Philip E. Byron, Jr. joined St. JOSEPH VALLEY 
BANK as vice president and trust officer in charge of the 
trust department. Byron, who has been in general practice | 
of law, is the 1959-60 president of the Elkhart City Bar 
Association and has heretofore been a member of the Indiana 
Department of Financial Institutions. 


IOWA 


DES MOINES—C. Ream Daughrity, vice president and trust 
officer, named head of the trust departmen of Iowa-DEs 
MOINES NATIONAL BANK succeeding Clyde H. Doolittle who 
retired. Daughrity joined the trust department in 1942, 
prior to which he practiced law and was counsel for the { 
State inheritance tax department. I 
Dee L. Frost, with the trust department, since 1948, pro- | 
moted to vice president; Arthur J. Petit, James D. Kempkes, | 
James D. Robinette and Lester T. Proctor to trust officers. | 


KENTUCKY 


LOUISVILLE—P. Booker Robinson elected president of | 
CITIZENS FIDELITY BANK & TRUST Co. succeeding Lee P. } 
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Family of P. Booker Rebincen, new president of Citizens Fidelity 


Bank & Trust Co., Louisville: (left to right) Mrs. Robinson, 





Rosalie, Mr. Robinson and Julia. 
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M ller, elected board chairman. Robinson, executive vice 
president for the past two years, has been an officer since 
1936. A graduate of U. of Virginia, he early developed a 
specialty in loans to the liquor industry. 

Miller has been in bank work for 50 years, the last 10 
as president during which time deposits increased 46% 
ard the loan total has more than doubled, partly due io 
the Time Credit Department for small loans which he estab- 
lished. Miller is immediate past-president of the American 
Bankers Association. 

W. Roberts Wood, Jr. advanced to asst. trust investment 
oineer. 


MARYLAND 
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BALTIMORE—John E. Motz, execu- 
tive vice president in charge of the 
trust division, elected to the board of 
directors of MERCANTILE-SAFE DEPOSIT 
& Trust Co. Motz attended Baltimore 
City College, Johns Hopkins U. and 
Stonier Graduate School of Banking 
of Rutgers U. His many civic activities 
include present chairmanship of the 
Planning Council of the Greater Balti- 
more Committee and the Finance Com- 
mitte of Goucher College. 

Carl F. Plaenker, Calvin L. Justis and E. Robins Rich ad- 
vanced to investment officers, the first to receive this title. 
All have spent more than 10 years in the investment de- 
partment of the trust division as portfolio analysts and ac- 
count supervisors. 


JOHN E. Motz 





MASSACHUSETTS 


BOSTON—At First NATIONAL BANK, Donald W. Swigart 
elected trust officer and assistant cashier; Ralph D. Hubbard 
and Peter J. Mortimer, asst. trust officers and assistant 
cashiers; Richard Ballou, Francis J. Early and John W. 
Rule, asst. trust officers. 


BOSTON—OLp CoLony Trust Co. elected executive vice 
president Paul I. Wren also a directed. Wren received his 
Bachelors and Masters degrees from Tufts College, is a 
graduate of the Stonier Graduate School of Banking at 
Rutgers, and has been with First National and Old Colony 
since 1928. From 1957 to 1958 he served as Assistant to the 
Secretary of the Treasury. 


MICHIGAN 


ANN ARBOR—Rudolph E. Reichert elected chairman of the 
board of ANN ARBOR BANK and M. C. Taylor president to 
succeed him. Reichert, former Commissioner of Banking for 
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PAUL I. WREN Jos. F. BEAMER 
Boston Ann Arbor 


RICHARD M. GILLETT 
Grand Rapids 


Vandenberg in the conception and drafting of:the law set- 
ting up the Federal Deposic Insurance Corporation. Taylor 
served as Deputy Bank Commissioner for six years prior to 
joining the Bank 24 years ago. 

James F. Beamer named vice president and trust officer. 
Manager of the trust department since 1958, Beamer previ- 
ously was trust officer in charge of estate planning at First 
National Bank of Fort Worth and First Bank & Trust Co., 
South Bend, Ind. 


ANN ARBOR—At ANN ArBorR TRusT Co., Richard J. Mann, 
senior vice president and trust officer was elected a director. 
Mann, a graduate of U. of Michigan Law School and former 
practicing attorney, joined the Trust Company in 1957. He 
is vice president of the Ann Arbor Board of Education. 
GRAND RAPIDS—Richard M. Gillett promoted to vice 
president in the trust division of OLD KENT BANK & TRUST 
Co.; Gordon B. Boozer to asst. vice president in charge of 
trust real estate; and David E. Ter Meer, Benedict J. 
McElheran and Donald E. Eychaner to assistant secretaries. 
SAGINAW—James E. Anderson advanced to asst. trust 
officer and tax officer at SECOND NATIONAL BANK. 


MINNESOTA 


MINNEAPOLIS—In the trust department of First Na- 
TIONAL BANK Robert M. Ferris named asst. vice president; 
James L. Anderson, Kermit S. Ebeltoft, Lawrence W. Payne 
and Paul D. Schliesman, asstistant secretaries. 


ST. PAUL—Advanced to vice presidents at First TRusT 
Co. were: D. L. Doyon and G. W. Glarner; elected trust 
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7s ‘ G. W. GL E W. BOARDMAN JONES, JR. 
Michigan, collaborated with the late Senator Arthur H. St. Paul St. can , St. Louis 
FPRA Appoints DEPARTMENTAL ATTEND 
OFFICERS 


The following trust departmental off- 
cers of the Financial Public Relations 
Association for the current year have 
been announced: 


Chairman: John Barry Hubbard, 
trust officer, Fort Worth National Bank. 


Convention Program Chairman: Ken- 
neth I. Todd, vice president, Valley Na- 
tional Bank, Phoenix. 


Eulletin Editor: T. A. Slaughter, trust 
officer, First National Bank, Atlanta. 


BOX 1319 








THE SOUTHWESTERN GRADUATE SCHOOL OF BANKING 


SOUTHERN METHODIST UNIVERSITY CAMPUS 


SEPARATE CURRICULUM FOR TRUST MAJORS 


THE SOUTHWESTERN GRADUATE SCHOOL OF BANKING 


on the 


Third Session 
July 17-30, 1960 


FOR ADDITIONAL INFORMATION, WRITE: 
L. S. MEWHINNEY, Deputy Director 


SOUTHERN METHODIST UNIVERSITY DALLAS 5, TEXAS 
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officers: William Helms, Roland W. Hohman and John 
Phillips; asst. vice presidents: Walter A. Ahl and James E. 
Stevenson; asst. trust officers: H. L. Danforth, R. F. Donlan, 
Roger E. Linn, R. O. Overmann, Joseph B. Bechtiene and 
David W. Robinson. 


MISSOURI 
to In 


KANSAS CITY—Charles G. Young, 
Jr., senior vice president and senior 
trust officer in charge of the trust de- 
partment of CiTy NATIONAL BANK & 
Trust Co., elected an advisory director. 
Glen E. Densmore, Jr., I.B.M. super- 
visor, and Clarence A. Greene, super- 
visor in the corporate trust division, 
named asst. trust officers. 








CuaAs. G. YOUNG, JR. 





KANSAS CITY—At CoMMERCE TrusT Co., Don Elstun and 
Dale McNeal elected asst. vice presidents and trust officers; 
Don Moriarty, trust officer; and Dean Smith asst. trust 
officer. Elstun joined Commerce in 1924, McNeal in 1928, 
and Moriarty in 1927, and all are graduates of U. of Kansas 
City School of Law; Smith joined in 1948. 


ST. LOUIS—At BoATMEN’s NATIONAL BANK John J. Taaffe 
was elected asst. trust officer. 


ST. LOUIS—W. Boardman Jones, Jr., vice president, elected 
chief executive officer of the trust department of MERCAN- 
TILE TRUsT Co. succeeding Joseph W. White who is retiring 
but remains as a consultant at the bank. Formerly vice 
president and general manager of Kennard Corporation, 
Jones joined the trust department in 1958. He is a graduate 
of Princeton U. White’s entire banking career has been with 
Mercantile. He received his law degree from St. Louis U. 


and is a past president of the Trust Division, American 
Bankers Association. 


NEBRASKA 
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LINCOLN — CONTINENTAL NATIONAL 
BANK promoted Howard Hadley to 
senior vice president and trust officer; 
Robert R. Koudele to trust officer; Rob- 
ert Kahm to asst. trust officer; and 
David L. Schomburg to asst. trust of- 
ficer and farm director. 





HOWARD HADLEY 





OMAHA—First NATIONAL BANK promoted Herbert J. 
Young to trust officer and William J. Feser to asst. vice 
president. Starting with the bank in 1939, Young went to 
the trust department after he returned from the Army in 
1945. Feser remains in the bond department attached to the 
trust department, where he has been since joining in 1942. 


OMAHA—David Neely named asst. trust officer of UNITED 
STATES NATIONAL BANK. 

NEW JERSEY 
HACKENSACK—John J. Molesphini named trust officer at 





ELIZABETH VAN SCIVER 
Princeton 


HERBERT J. YOUNG 
Omaha 


Wo. J. FESER 
Omaha 
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COWLES ANDRUS 
Paterson 


Roy F. DUKE 
Newark 


C. MALCOLM DAvIs 
Newark 


PEOPLES TRUST Co. OF BERGEN COUNTY. He was Assistant 
Bank Examiner with the Federal Reserve Bank in New 
York before joining Peoples Trust in 1950. 
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NEWARK — FIDELITY UNION TRUST 
Co. elected Roy F. Duke as board chair- 
man; C. Malcolm Davis as president 
and a director to succeed him; Horace 
K. Corbin as honorary board chair- 
man; John S. Bacheller as senior vice 
president. 

Duke, with the bank since 1916, is 
retiring March 1 under the company’s 
pension plan. Davis joined Fidelity in 
1955 and has been in charge of com- 
mercial loans. Bacheller has been with Fidelity since 1928 


JOHN S. BACHELLER 





and has been head of the trust department since 1958. He is 
a graduate of Princeton U. and the Stonier Graduate School 
of Banking at Rutgers. 





PATERSON—John C. Barbour elected chairman and chief 
executive officer of NEW JERSEY BANK & TRUST Co. succeed- 
ing C. Kenneth Fuller, who retired; Joseph F. Hammond 
named to the newly created position of vice chairman; and 
Cowles Andrus elected president. 


PRINCETON—First NATIONAL BANK promoted Mrs. Eliza- 
beth Van Sciver to trust officer. 
SUMMIT—Frederick H. Hughes advanced to vice presi- 


dent and trust officer to head the trust department of Na- 
TIONAL STATE BANK. Willard C. Forman retired as vice 


president and trust officer and member of the board after | 


53 years of service. 





SUMMIT—Svumm it Trust Co. appointed Charles Kent An- 
drews an asst. vice president and investment officer. A 
graduate of Harvard Law School, and holder of a B.S. from 
Washington U., Andrews was previously portfolio invest- 
ment manager for personal and pension trusts with First 
NATIONAL City Trust Co. of New York. 


VINELAND—Richard G. Robins joined TRADESMENS BANK 
& Trust Co. as trust officer. He has been trust administrator |! 
and estate planner at CENTRAL-PENN NATIONAL BANK of 
Philadelphia. 


NEW YORK 


ALBANY—At NATIONAL COMMERCIAL BANK & TRUST Co. 
Charles A. Ten Eyck and Everett W. Wyatt promoted to 
vice presidents and trust officers, and George H. Shoudy 
and Frederick W. Kelley, Jr. to trust officers. 


x ee 








J. WALLACE ELY 
Rochester 


Cuas. A. TEN EYcK 
Albany 


EVERETT W. WYATT 
Albany 
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GEORGE A. MURPHY Wo. E. PETERSEN DONALD MAHER 
New York New York New York 


BUFFALO—Appointed at MARINE TRUST Co. OF WESTERN 
New YorK were: John H. Rider, trust officer, and Vernon 
F. Yahraus, asst. trust operations officer. 


ELMIRA—MaARINE MIDLAND TRUST Co. OF SOUTHERN NEW 
YorK elected James H. Downs a trust investment officer at 
the Binghamton office; and Richard D. Wells promoted from 
asst. trust officer to assistant treasurer at the Waverly 
office. 





5 oo 8 84 
ITHACA—Charles E. Treman, Jr., 
elected president of TOMPKINS COUNTY 
Trust Co. He has been vice president 
and trust officer, having joined the 
former Ithaca Trust Co. in 1934 after 
graduation from Cornell Law School. 
A member of the executive committee 
of the Trust Division, American Bank- 
ers Association, Treman has served as 
chairman of his State Trust Division 
and president of the Bank Fiduciary 
Fund, a mutual trust investment company serving banks 
throughout New York. 








NEW YORK—George A. Murphy elected chairman of the 
board and chief executive officer of IRviING Trust Co.; Wil- 
liam E. Petersen, president and top administrative officer; 
Richard H. West is retired as chairman after more than 30 
years of service but continues as chairman of the execu- 
tive committee. Murphy, who like West once headed the 
personal trust division, has been with the bank since 1931. 
He is a graduate of Harvard Business School and New 
York U. Law School. Petersen joined the bank 32 years ago 
after graduation from Columbia College and U. School of 
Business. 

Thomas J. Rohde and Francis E. McGillen of the personal 
trust division were named asst, vice president and assistant 
secretary, respectively. 


NEW YORK—At UNITED States Trust Co. Donald Maher 
advanced to vice president in the personal trust division. 
Maher has been an assistant secretary administering trusts 
and estates. 

Henry W. Wickenhiser, an investment officer for General 
Electric Pension Fund, will join the trust company on March 
1 as vice president in charge of pension and profit sharing 
investments. A graduate of U. of Pennsylvania, Wickenhiser 
has been with the Pension Fund since 1953. Prior to that 
he had been investment officer of Fidelity Trust Co., now 
Pittsburgh National Bank. 





H. E. STARK 
Cleveland 


S. F. FORESTER 
Winston-Salem 


J. H. BUTALA, JR. 
Cleveland 
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H.W. WICKENHISER | 








DANIEL L. PARKER 
Greensboro 


E. V. S. DRAPER 


New York Rocky Mount 


ROCHESTER—J. Wallace Ely succeeds Bernard E. Finu- 
cane as president of Security Trust Co., the latter becoming 
board chairman and continuing as chief executive officer. 
Ely had been executive vice president since 1951. 


NORTH CAROLINA 
ASHEVILLE—First UNION NATIONAL BANK OF NoRTH 
CAROLINA promoted Frederick L. Rodenbeck to vice presi- 
dent and senior trust officer; and William J. Reese, Jr. to 
trust officer and assistant secretary. 

RALEIGH—At First-CiTizeEns BANK & Trust Co., J. Theron 
Woodward, Jr. appointed vice president and trust officer. 
He has previously been a trust officer of CITIZENS & SouUTH- 
ERN NATIONAL BANK in Charleston, S. C. 

GREENSBORO—Daniel L. Parker named trust officer of 
GUILFORD NATIONAL BANK. Parker received his A.B. (Phi 
Beta Kappa) and LL.B. degrees from U. of North Carolina, 


. joined the bank staff in 1953, and formerly was with Pilot 


Life Insurance Co, in the mortgage department. He is cur- 
rently state chairman of the Trust Legislative Council of 
the American Bankers Association. 


ROCKY MOUNT—At PLANTERS NATIONAL BANK & TRUST 
Co. E. V. S. Draper advanced to vice president and trust 


officer; Robert C. Rogers to trust officer; Wilbur Y. Bridgers 
to associate trust officer. 


WINSTON-SALEM & GREENSBORO—Wacnovia BANK & 
TrusT Co, elected Stanley F. Forester a vice president and 
trust officer and head of the trust investment division, suc- 
ceeding Charles F. Matton, who is retired after 40 years 
with the bank. Forester has been with the bank since 1941, 
coming from Bankers Trust Co. of New York. He is a 
graduate of U. of Virginia. 

James M. Gregg, Jr. and E. Lee Burch, Jr. (both Winston- 
Salem) and Thomas Ruffin, Jr. (Greensboro) elected asst. 
trust officers. 


OHIO 





kkkkk 


George F. Karch elected to the new post 
of executive vice president of CLEVE- 
LAND TRUST Co. Karch, who has been 
vice president and member of the ex- 
ecutive committee, was also elected a 
director. He started as a tax clerk in 
the estates department in 1926, now is a 
director or officer of 21 corporations 
and trustee of 11 philanthropic, health 
and welfare organizations. 











S. W. CLEMENTS 
Cleveland 


THOMAS E., CLARKE 
Cleveland 


Roy LUNG 
Klamath Falls, Ore. 
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PHILIP K. HERR 
Pittsburgh 


F. C. HUTCHINSON 
Norristown 


JOHN RIAL 
Greensburg§, Pa. 


H. E. Stark advanced to vice president and counsel; J. H. 
Butala, Jr., S. W. Clements to vice presidents; P. V. 
Capuana to trust officer; W. S. Brooks to trust investment 
officer; and J. R. Finley, Jr. to asst. trust accounting officer. 


CLEVELAND—NATIONAL CITY BANK named Thomas E. 
Clarke a vice president. Clarke joined the bank in 1933 and 
has been a trust officer since 1936. He will be in charge of 
corporate trust activities excepting those concerned with 
pension and profit-sharing trusts. 


DAYTON—Samuel Stottlemeyer elected asst. vice president 
in the trust department of WINTERS NATIONAL BANK & 
TRUST Co. 


TOLEDO—Andrew E. Anderson, attorney, joined NATIONAL 
BANK OF TOLEDO as asst. trust officer; and Charles H. Ellis 
named pension trust officer; and Robert F. Borgelt asst. comp- 
troller of the trust division, both new titles. 


TOLEDO—TOoLEpDo Trust Co. advanced J. T. Herbert to vice 
president and secretary (trust); J. O. Northcraft from as- 
sistant secretary to asst. vice president (trust); and named 
W. J. Hensley assistant secretary. 


OKLAHOMA 


OKLAHOMA CITY—LIBERTY NATIONAL BANK & TRuST Co. 
advanced Harvey L. Hinkle to senior vice president in charge 
of public relations and advertising; William K. Bonds to 
trust officer. 


OREGON 


KLAMATH FALLS—Raymond H. Lung appointed trust 
officer at UNITED STATES NATIONAL BANK, where he is 
manager for the southern Oregon area. He is a member of 
the bar. 


PENNSYLVANIA 


GREENSBURG—John Rial elected to the new position of 
vice president and trust officer of First NATIONAL BANK. 
A graduate of Princeton U. in 1939, Rial also is a graduate 
of Stonier Graduate School of Banking at Rutgers and is 
serving on the faculty of the latter. 

NORRISTOWN—In the trust department of MONTGOMERY 
CounTy BANK & Trust Co. Franklin C. Hutchinson elected 
senior vice president; T. T. Wolfenden, Jr., vice president 
and trust officer; Herbert L. Shellington and J. Harrison 
Todd named trust officers. 


PITTSBURGH—PITTsBURGH NATIONAL BANK has reorgan- 
ized its trust division and established six divisions within 





Rost. H. STEwarr, III 
Dallas Dallas ~ 


LOREN D. GORDON 
Dallas 


GEORGE P. RIDGWAY 
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VERA BRANYON 
Memphis 


NORFLEET TURNER & ALLEN MORGAN 
Memphis 


the department under the general supervision of Philip K. 
Herr, senior vice president, and Robert D. Ferguson, ad- 
ministrative vice president. These divisions with their super- 
visors, all vice presidents, are: Personal Trust: William R. 
Balph and James D. Harlan; Business Development: William 
J. Copeland; Trust Investment: Paul D. Remington; Trust 
Operations: Robert R. Calpass; Corporate Services: Norman 
H. Rea; Tax Services: William T. Copes. 


READING—Richard A. Noll appointed asst. trust officer 
of BERKS CouNTY TRUST Co. Noll received a Bachelor of 
Science degree from Franklin and Marshall College in 1953, 
and is a graduate of Pennsylvania Bankers Association Trust 
Training School. 


TENNESSEE 


MEMPHIS—Norfleet Turner named chairman of the board 
and chief executive officer of First NATIONAL BANK, and is 
succeeded as president by Allen Morgan. The promotion 
climaxed parallel careers which began when Morgan became 
a bond salesman for First Securities Corporation, an af- 
filiate of First National which Turner managed in 1929. 
Both have served on the executive council of American 
Bankers Association and are members and former directors 
of the Association of Reserve City Bankers. Elected asst. 
trust officers were: Miss Verta Branyon and J. E. Daniel. 


NASHVILLE—First AMERICAN NATIONAL BANK elected 
Andrew B. Benedict, Jr. as president and elevated former 
president P. D. Houston, Jr., to vice chairman, Benedict is a 
graduate of Vanderbilt U. and Stonier Graduate School of 
Banking. 
TEXAS 

DALLAS—First NATIONAL BANK appointed Ben H. Wooten 
-active board chairman; John J. Kettle, vice chairman; Robert 


H. Stewart III, president and chief executive officer at the 
age of 34. A graduate of Southern Methodist U., Stewart 


yserves on its board of development and also the alumni asso- 


ciation. His grandfather once served as board chairman. 

Promoted to vice presidents and trust officers were George 
P. Ridgway, Loren D. Gordon and J. H. Montgomery; to trust 
officers were Lawrence H. Budner, J. T. Fox, Cave L. John- 
son, Jr. and James L. LaPrelle, Jr.; and named asst. trust 
officers, Roger H. Jenswold and Jim. C. Green. 
DALLAS—Ben J. Kerr, Jr. promoted to vice president and 
trust officer of MERCANTILE NATIONAL BANK; M. H. Earp 
to trust investment officer; and Paul H. Raines to asst. trust 
officer. 


DALLAS—R. R. Ferguson and John M. Zuber advanced 





J. H. MONTGOMERY R. R. FERGUSON JOHN M. ZUBER 
Dallas Dallas Dallas 
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B. J. Crow 
Dallas Fort Worth 


BEN J. KERR, JR. CARMAN A, JERRY 


Montreal 


to vice presidents and senior trust officers of REPUBLIC Na- 
TIONAL BANK. A graduate of Grinnell College and Kent 
College of Law, Ferguson was with Northern Trust Co., 
Chicago, prior to his connection with Republic in 1946. Zuber 
holds a Bachelor of Laws degree from Ohio State U. and 
practiced law in Toledo prior to 1937 when he took charge 
of the trust department of Ohio Citizens Trust Co. there. From 
1945 to 1953 he headed the trust department of American 
National Bank, Indianapolis. Zuber is chairman of the Com- 
mittee on Relations with Life Underwriters, Trust Division, 
ABA. 

A. J. Mason and John H. McGinnis elected vice presidents 
and trust officers; Norval W. Payne, J. H. Warner and 
George E. Wilkin, Jr., asst. vice presidents and trust officers; 
Daniel N. Liner and William Guy Osborn, trust officers; 
Thomas B. Chennault and Frank LaBarba, Jr. elected asst. 
trust officers. 

FORT WORTH—B. J. Crow promoted to trust officer at 
First NATIONAL BANK. Crow studied at North Texas State 
College, Sophia U. in Tokyo, California and T.C.U. 

FORT WORTH—At Fort WorTH NATIONAL BANK James P. 
Becker and Hollis H. Bowen elected trust officers. Becker, 
with the bank 19 years, is in charge of the corporate trust 
section; Bowen has been with the bank 24 years, 


VIRGINIA 
MARTINSVILLE—Frank D. Fulton advanced to vice presi- 
dent and trust officer at First NATIONAL BANK. 

WASHINGTON 
SEATTLE—Elected asst. trust officers at SEATTLE-FIRST 


NATIONAL BANK were: J. Henry Brockhaus, E. Elwood Hall 
and Roger H. Hamilton. Brockhaus has been in the estate 
planning section of the trust department; Hall in the de- 
partment for 12 years; and Hamilton 10 years. 


SPOKANE—Marvin Soehern promoted to asst. trust officer 
at OLD NATIONAL BANK. 
WISCONSIN 


RACINE—James D. Beckett elected vice president and trust 
officer and a director of First NATIONAL BANK & TRUST Co., 
and J. Vincent Hood an asst. trust officer. 


CANADA 


MONTREAL—Carman A. Jerry has been appointed as- 
sistant general manager of THE RoyAaL Trust Co. He had 
been previously supervisor of business development. 








Part of the three-dimensional mural recently unveiled in the 

Colonial office of National Bank of Commerce, Norfolk. The 

70 foot mural, by Kenneth Harris, was first carved from linoleum. 

and then painted with oil colors. It depicts Tidewater history andi 

required three years for completion. Checking the original plans. 

are (l. to r.) Kenneth Harris, the artist; John S. Alfriend, chair- 
man of the board; and S. T. Northern, president. 








FIDUCIARY ASSOCIATION 
ELECTIONS 


New York Stock Transfer Association 


Chairman: Joseph E. Williams, vice New York MPasacaan & o. 7 
president, Chase Manhattan Bank ‘ Wi ager wLockport Medina Melley® j 
: ” lal heats aaa oa 
Secretary: George E. Wasko, transfer . ‘ ‘ aS, Ne eade- a je 
agent for Atchison, Topeka & Santa Fe 7 Arca ter ok Batavia ',* 
Ky 


Railway 


Treasurer: John C. Bancroft, assistant 
vice president, Bank of New York 


Trust Operations Officers Association of 
Philadelphia: 


President: Paul A. Carr, assistant vice 
president, Girard Trust Corn Exchange 
Bank, Philadelphia 


Vice Pres.: C. Leslie Applegate, trust 
officer, First Pennsylvania Banking & 
Trust Co., Philadelphia 

Sec.-Treas.: Joseph A. Halbeisen, trust 
officer, First Camden (N. J.) National 
Bank & Trust Co. 


BUFFALO 





Complete Fiduciary 


Service in Western 


Trust Department 
Offices at 


NIAGARA FALLS 
LOCKPORT 
ALBION 
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MERGERS and NEW LOCATIONS, 
BRANCHES and TRUST POWERS 


Mobile, Ala. — The new main office of 
AMERICAN NATIONAL BANK & TRUST 
Co. has been opened at St. Joseph and 
St. Louis Streets, with the trust depart- 
ment located on the second floor. 

Springdale, Ark. — Trust powers have 
been granted to the First NATIONAL 
BANK. 

San Francisco, Cal—Merger of WELLS 
Farco BANK into AMERICAN TRUST Co. 
has been approved by stockholders and 
the State Banking Dept. under the title 
WELLS FARGO BANK AMERICAN TRUST Co. 





I. W. HELLMAN 


Harris C. KIRK 


New officers: Harris C. Kirk, board 
chairman and chief executive officer; I. 
W. Hellman, vice chairman of the board; 
Ransom M. Cook, president. Wells Fargo 
is linked with California history from 
1852; American Trust Co. from 1854, 
and the combined bank will be eleventh 
largest in the nation, 

Bridgeport & Stamford, Conn. — 
Stockholders of BLAcK Rock BANK & 
Trust Co., Bridgeport, and NATIONAL 
BANK & TrRusT Co. OF FAIRFIELD COUNTY, 
Stamford, voted to merge under the name 
of the latter. Frank J. Clark, president 
and trust officer of the former, will be 
senior vice president and executive offi- 
cer of the combined bank’s new Bridge- 
port-Fairfield-Trumbull area with head- 
quarters in the former main office of 
Black Rock Bank, to be known as the 
Bridgeport executive office of the Na- 
tional Bank on a par with other execu- 
tive offices in Stamford and Greenwich. 
Stephanie Ruscavage will be asst. vice 
president and associate trust officer. Na- 
tional Bank & Trust Co. is the second 
oldest national bank in the United States, 
last year having celebrated its 125th an- 
niversary. 

Granite City, Ill. — Trust powers 
have been granted to FIRST GRANITE 
City NATIONAL BANK. 

H. R. Fischer, president, is trust offi- 
cer for the time being, while executive 
vice president Paul H. Lichtenberger is 
asst. trust officer. Fischer gained trust 
experience in the Union State Savings 
Bank & Trust Co. between 1922 and 
1931. Lichtenberger was trust officer in 
the Hill Dodge Banking Co. of Warsaw, 
Ill., until 1946. 

South Bend, Ind. — Proposed merger 
of First BANK & Trust Co. and ST. 
JOSEPH BANK & TrRusT Co. has been 
abandoned. 

Cumberland, Md. — First NATIONAL 
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BANK has changed its title to First Na- 
TIONAL BANK & TRUST Co. 

Boston, Mass. — SECOND BANK-STATE 
STREET TRUST Co.’s name has_ been 
changed to STATE STREET BANK & TRUST 
Co. as of April 15, 1960. 

Pittsfield & Stockbridge, Mass. — 
HOUSATONIC NATIONAL BANK, Stock- 
bridge, merged into the BERKSHIRE 
Trust Co., Pittsfield, under the title 
BERKSHIRE HOUSATONIC TRUST Co. 

Asbury Park, N. J. — As a result of 
merger of ASBURY PARK NATIONAL BANK 
& Trust Co. with MANASQUAN NATION- 
AL BANK, the new title is ASBURY PARK- 
MANASQUAN NATIONAL BANK. 

McKeesport & Pittsburgh, Pa. — 
WESTERN PENNSYLVANIA NATIONAL 
BANK, headquartered in McKeesport, an- 
nounced plans for increased banking 
operations in 
Downtown Pitts- 
burgh, including 
opening a new trust 
department in the 
Porter Building at 
Sixth and Grant 
Streets, in the 
Golden Triangle. 
Elmer A. Doege, 
vice president in 
charge of the trust department, will 
spend most of his time at the new 
quarters and Thomas Hill, trust offi- 
cer, will have his office there. Other 
trust officers with headquarters in Mc- 
Keesport will be called in as condi- 
tions dictate. President M. A. Cancel- 
liere said, “We feel that there is a defi- 
nite need for additional trust facilities 
in the Golden Triangle. We have exten- 
sive plans for offering this service to 
many who presently are not aware of 
its benefits, especially young business 
and professional men.” 


E. A. DOEGE 











EXECUTIVE PLACEMENT 





Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant. 


Trust representative, 30, member of 
Bars of two states, 2 years experience 
in administration, one in new business, 
desires better opportunity. 61-2 

Senior trust man, 42, over 20 years 
experience in all phases of administra- 
tion and estate planning, member of 
Bar, seeks opportunity to head new or 
established trust department; available 
for interview at N. Y. midwinter con- 
ference or elsewhere. 61-4 

Trust officer employed by large bank 
wishes to locate in or around San Fran- 
cisco. Legal background, experienced in 
estate planning and trust administration. 
61-6 





TRUST INVESTMENT MAN 
WANTED 


Trust Department of large Mid-West bank : 
seeks a college graduate preferably under 
30 years of age with several years experi- 
ence in the investment field. Presently 
expanding investment staff. Advancement ; 
opportunity excellent. Send resume of } 
education, experience, family status and - 
salary requirements. : 
Box H-62-1, Trusts and Estates 
50 East 42nd St., New York 17 











TRUST NEW BUSINESS 


Large Bank in Delaware Valley has excel- 
lent opening in Trust Department for man 
with experience in estate planning and 
trust new business solicitation. Good sal- 
ary, extensive benefits, splendid opportun- 
ity for advancement. 
Age 35-40 

All replies confidential. Send complete 
resume and salary requested to Box H-62-3, 
Trusts and Estates, 50 East 42nd St., New 
York 17. 








TRUST OFFICER 


National Bank in. Western: Pennsylvania 
has opening for experienced man to take 
charge of small but rapidly growing Trust 
Department. An exceptional opportunity 
for the right man. Please furnish resume. 
Inquiries will be held in strict confidence. 


Box H-62-11, Trusts and Estates 
50 East 42nd St., New York 17 











FLORIDA BANK NEEDS 
TRUST OFFICER 


Starting new trust department in 21-mil- 
lion dollar bank. Opportunity for well 
qualified man, legal degree preferred. 
Send resume of education, experience, 
salary requirements, etc., with recent 
photograph. 
THE LEE COUNTY BANK 
Fort Myers, Florida 








TRUST REPRESENTATIVE 


Young man with legal or business admin- 
istration background wanted for medium 
size Trust Department in growing com- 
munity of southern Virginia. Tax experi- 
ence helpful. Opening will lead into gen- 
eral trust administration and official title. 


Box H-62-2, Trusts and Estates 
50 East 42nd St., New York 17 











Certified Public Accountant, executive 
assistant to leading businessman. Ex- 
perienced financial planning, taxes, 
trusts, wills, estates. Desires position as 
assistant to individual or firm. Box 111, 
Bay Station, Brooklyn 35, N. Y. 

Attorney, 29, Phi Beta Kappa, 5 years 
specialized experience in all aspects of 
wills, trusts, and estates, desires position 
with New York City law firm or trust 
company. 61-7 

Treasurer-controller, 14 years experi- 
ence financial officer. Director of con- 
trols, auditing and systems. Desires pcsi- 
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mn as trust officer, or as assistant with 
ture. 61-8 

Law teacher, 25, desires challenging 
»portunity in trust department. Position 
ould involve personal contact work. 
utgers Law School graduate. Military 
ligation fulfilled. Complete resume 
available upon request. 61-9 

Attorney, 36, currently head of Trust 
epartment in medium size bank, de- 
sires position with progressive bank. 
Past record will speak for itself. Prefers 
south, southwest or west. 62-4 

Administrative assistant, 30, with 
nine years experience in administration 
and operations, desires to locate in south- 
west. 62-5 

Trust officer, 36, MBA degree, 10 years 
experience in trust investment and ad- 
ministration with large midwest trust 
company. Desires position with better 
prospects, preferably midwest, but op- 
portunity is of primary importance. 62-6 

Young man experienced in portfolio 
management and securities analysis now 
with prominent New York City institu- 
tion, desires position as Investment offi- 
cer or assistant with future in growing 
trust company. Will relocate. 62-7 

Trust Investment Department man- 
ager, 34, with 9 years experience, de- 
sires official position with small growing 
department. Qualified for account ad- 
ministration and responsibilities in in- 
vestment policy-making and _ general 
operations. Will relocate, 62-8. 

Pension consultant, 44, firm liquidat- 
ing, desires connection with aggressive 
trust department. Experienced in legal, 
administrative and technical aspects of 
pension/profit sharing plans and solici- 
tation thereof. 62-9 

Trust Officer, 34, L.L.B., with 7 years 
experience in estate and personal trust 
administration, trust accounting, income 
and death taxes, and estate planning 
desires administrative position with ad- 
vancement opportunity in medium size 
trust department. Location no factor. 
62-10 
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IN MEMORIAM 


JOSEPH A. GARGIULO, trust investment 
officer, NATIONAL SAVINGS & TRUST CoO., 
Chevy Chase Maryland. 

LEWIS C. GILGER, vice president, NA- 
TIONAL CITY BANK, Cleveland. 

CHRISTIAN H. HABERKORN, retired vice 
president and trust officer, NATIONAL 
BANK OF DETROIT, and one of the organ- 
izers of the trust department. 

PERES McDOUGALL, vice president and 
trust officer, LEwis STATE BANK, Talla- 
hassee, Florida. 

FRANK F, TAYLOR, retired vice presi- 
dent and director, CONTINENTAL ILLINOIS 
NATIONAL BANK & Trust Co., Chicago. 

SEABORN STERLING WALLACE, assistant 
trust officer, COMMERCIAL NATIONAL 
Bank, Shreveport. 


FrBruaRY, 1960 





Out of ten business men named by University Presidents in the Southeast to represent 
the region at a Conference on Business Education sponsored last month at Chapel Hill, 
N. C., by Ford Foundation, six were bankers, the majority of whom are or have been 
trust officers. Shown above (I. to r.) are: Robert K. Landrum, vice president and trust 
officer, Security Trust Co., Lexington, Ky.; John D. Hoblitzell, Jr., chief executive officer, 
Jackson County Bank, Ravenswood, W. Va.; George S. Craft, president, Trust Company 
of Georgia, Atlanta; William B. Jacobs, vice president and trust officer, Central Naiional 
Bank, Richmond, Va.; Robert Culver, president, Tennessee Valley Bank, Knoxville; 


Watts Hill, Jr., vice president, Durham (N. C.) Bank and Trust Co. 





Bank Named Permanent 
Trustee of 284 Year Old Trust 


Rhode Island Hospital Trust Co. of 
Providence, has been designated trustee 
of America’s oldest trust under a recent 
Superior Court order. The bank, oldest 
trust company in New England, thus be- 
comes the first permanent trustee and the 
39th assign in the 284 year history of the 
Middletown (R. I.) Charity Farm trust. 

The land, which originally included 
three farms with a total acreage of 167 
acres, was left by Dr. John Clarke, one 
of the founders of Newport. The present 
assessed value of the property is $44,200. 

In his will in 1676, the property was 
left to three assigns “to distribute and 
dispose of rent and profit of my farm 


and land for the releife of the poor or 
the bringing up of children under learn- 
ing from time to time forever.” The will 
provided that when one of the three as- 
signs died, the two surviving would 
make choice “of an understanding per- 
son fearing the Lord to succeed in the 
roome or place of him so deceased.” 
The will provides that an assign can 
be appointed only upon the death of one 
of the assigns. Citing the inability of 
one of present assigns to serve due to 
advancing years (he was appointed in 
1916) and the fact that the trust is a 
perpetual one, the other two assigns suc- 
cessfully petitioned the Superior Court 
to name a Rhode Island banking cor- 
poration, and that it be the Rhode Island 
Hospital Trust Co., as the third assign. 


COMPLETE TRUST SERVICES 
Throughout Washington State 








‘The Pacific Northwest’s largest 


financial institution makes availa- 
ble to you its wealth of experience 
in administering trusts and estates 


in every part of WashingtonState, . 


SEATTLE - FIRST 


NATIONAL BANK 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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NATIONWIDE TRUST GROWTH CONTINUES 


Annual Reporting Improves 


T DOES PAY A COMPANY TO PROMOTE 
| its corporate image through documen- 
tary and financial facts in the annual 
report, according to a study made this 
past year by Research Bureaus, Inc. of 
Detroit. Moreover, a medium of per- 
manancy is desirable to provide valuable 
and continual reference data. The whole 
scope of operations should be adequately 
presented not only for present and pros- 
pective shareholders, but as well for 
prospective employees, new business 
prospects, security analysts, investment 
counsel, and financial writers and edi- 
tors. 


It is the more pleasing, therefore, to 
discover in the first 233 bank and trust 
company reports reviewed by TrRusTs 
AND ESTATES an increasing recognition 
by top management of the growing im- 
portance of the Trust Department to the 
overall progress of the bank. More presi- 
dents and chairmen are making favor- 
able comments on their trust depart- 
ments too which in turn more space is 
being devoted in the reports. Of these 
233 reports, only 33 carried no informa- 
tive statement as to the trust depart- 
ment’s growth, dollar or percenatge fig- 
ures, or indication of which trust ser- 
vices are gaining the most new business. 


From the remaining 200 reports” it is 
clearly evident that trust departments 
are surging ahead in business. New rec- 
ords in total personal trust assets under 
administration were set by 86 depart- 
ments, Probably that number should be 
increased by some of the 113 that re- 
ported asset gains but did not label 
them as all-time highs. Only one de- 
partment cited a reduction in assets. 

A lesser number of trust departments 
reported earnings. Of these, 50 cited 
new records, 49 more said that earnings 
were better than the prevous year, and 
only three reported a decline. 


Most of the reports that presented no 
factual data on trust growth did at least 
remark on trust department services. 


This picture of trust department 
growth represents a wide geographical 
distribution. The reports reviewed to 
date were from trust institutions in 38 
states and the District of Columbia. 


_ 





*Tabulated on pages 148-9. 


Fepruary, 1960 


They range from billion dollar trust de- 
partments to those with only a few mil- 
lions of assets or less. 


Another noteworthy feature of this 
year’s reports is the growing number of 
departments that compare results with 
the year before, or prior years, or over 
a period of time. Many comment on the 
net contribution to operating earnings of 
the whole bank. This is commendable. 
It has been well said that income, ex- 
pense or asset figures for one year alone 
are as useless as an airplane with one 
wing. 


Here are a few typical quotations: 
“The rate of increase in funds under our 
control as executor and trustee has been 
greater than in the banking department” 
... “Net earnings extremly gratifying” 
. . . “A major and constantly growing 
producer of bank income” . , . “Contin- 
ued strong growth trend to new highs in 
assets, earnings and new business.” 


The reports indicate that all sizeable 
trust departments have already installed, 
or are now preparing for, automated 
operations ranging from punched-card 
to the electronic. Staff education is re- 
ceiving close attention. Personnel is be- 
ing trained for operation of new ma- 
chines; A.I.B., university and banking 
school trust curricula are well attended; 


and now some institutions are offering 
courses in practical politics at the com- 
munity level — and without party pref- 
erence. 

More reports are citing grass-roots 
participation in civic affairs and better- 
ment. Forums are widespread and estate 
analysis work on the increase. Words of 
appreciation for the cooperation of at- 
torneys, life underwriters and accoun- 
tants are much more frequent, as are the 
references to the bank’s own directors 
and commercial department officers as 
fruitful sources of new trust business. 

The first installment of quotations on 
trust department operations follows. 


Birmingham Trust National Bank 


The over-all value of assets admin- 
istered by the Trust Department in- 
creased 15%. Gross earnings exceeded 
any previous year. Again it has been 
necessary to expand personnel and 
physical facilities. All divisions of the 
Trust Department participated in the 
growth. 


First National Bank, Montgomery 


The Trust Department realized sub- 
stantial growth in total assets and in 
the number of trusts and estates being 
administered. Appointments as executor 
were received under wills for estates 
having aggregate values of more than 
$1,500,000. Assets of $1,600,000 were re- 
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Trust Department of City Trust Co., Bridgeport, Conn., as shown in the Annual Report 
for 1959. Built in 1931, the room is modeled after Independence Hall in Philadelphia — 


excellent example of Colonial design. 
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TABULATION OF TRUST DATA IN ANNUAL REPORTS 


Code: + = Increase over last year; — = Decrease from last year; * = Record high; B = Book value, where so stated in report. 
Figures before + or — represents millions of dollars; figures after + or — represent change from last year in % or millions of dollars. 


Assets represent personal trust department including agency funds where given in report. 


Trust earnings are gross unless marked ‘‘N’’ for net. 








Bank Earnings 

ALABAMA 
Bimingham Trust Nati nal Bank ..... é 
Merchants National Bank, Mobile —________. 
First National Bank, Montzomery ................ N+ 
ARIZONA 
First Nat. Bk. of Ariz., Phoenix ~ 
CALIFORNIA 
California Bank, Los Angeles . 
Citizens Nat. Bk., Los Angeles..... prner aee a 
Security First Nat. Bk., Lcs Angeles ........... * 
Union Bank, Les Angeles . 
American Tr. Co., San Francisco ........ Seca . 
Bank of California, N.A., San Francisco ss sciiice * 
Crocker-Anglo Nat. Bk., San Francisco ........ + 
First Western Bk. & Tr. Co., San Francisco * 8% 
Pacific Nat. Bk., San Francisco ............ 
Wells Fargo Bank, San Francisco ................ * 
COLORADO 
Colorado Nat. Bk., Denver + 
Denver U.S. Nat. Bk. * 
CONNECTICUT 
City Trast. Co., Bridgeport. ................................ ot 
Putnam Trust Co., Greenwich ......... 
Conn. Bk. & Tr. Co., Hartford ......... 
Hartford Nat. Bk. & Tr. Co. ..........0........ 
New Britain National Bank ............... 
es a 2, ee * 
First New Haven Nat. Bk. pee eerste Seatay $.6 * 
Union & New Haven Tr. Co. __... aslo $.6 * 8% 
Nat. Bk. & Tr. Co. of Fairfield County, | 

Stamford ..... pe eteg ss - 
Brooks Bank & Trust Co., “Torrington. sscenies 
DELAWARE 
Bank of Delaware, Wilmington ................ Si. * 


DISTRICT OF COLUMBIA 
American Security & Trust Co. .................. $1.3 
National Bank of Washinetcn ........0000000..0...... 
National Savings & Trust Co. .................. 
Riggs National Bank 
Union Trust Co. ........ 
FLORIDA 
Atlantic Nat. Bk., Jacksonville ..... 
Florida Nat. Bk., Jacksonville ee 
First National Bank, Miami ............................ 
First National Bank, Orlando ...... atateres $.2 
GEORGIA 
Fulton National Bank, Atlanta ........ 
Trust Co. of Georgia, Atlanta ......... 
Savannah Bank & Trust Co. ..... 
IDAHO 
Idaho First Nat. 
ILLINOIS 
Amer. Nat. Bk. & Tr. Co., Chicago ................ 
Chicago City Bank & Trust Co. 20000000002... 
City Nat. Bk. & Tr. Co., Chicago ................... 
Cont. Ill. Nat. Bk. & Tr. Co., Chicago .......... 
First National Bank, Chicago .............. 
Harris Tr. & Sav. Bk., Chicago .............. oe 
Lake Shore Nat. Bk., Chicago ...........000.......... 
Le Salle Nat. Bk., Ciieage ............--.........<:.... N 
Northern Trust Co., Chicago .........0........:.--.. 
Sears Bk. & Tr. Co., Chicago ................. 
First Nat. Bank, Evanston 
INDIANA 
Irwin Union Bk. & Tr. Co., Columbus .......... 
Old National Bank, Evansville .... 
Fort Wayne National Bank .......... Spikaais 
Lincoln Nat. Bk. & Tr. Co., Ft. Wayne eee 
Amer. Fletcher Nat. Bk. & Tr. Co., 
Indianapolis ........ chain sa 
Indiana Nat. Bk., Indianapolis 2 ee eee 
Merchants Nat. Bk. & Tr. Co., Indianapolis .. 
Merchants Trust Co., Muncie .............-.......---.. 
Second National Bank, Richmond ..... 
National Bk. & Tr. Co., South Bend 
KENTUCKY 
Citizens Fidelity Bk. & Tr. Co., Louisville .. 
Kentucky Trust Co., Louisville ........................ 
Liberty Nat. Bk. & Tr. Co., Louisville 
Lincoln Bank & Trust Co., Louisville 
MAINE 
Canal National Bank, Portland ...................... 
MARYLAND 
Fidelity-Baltimore Nat. Bk. .......................---..00++ 
First Nat. Bk., Baltimore ............... 
Maryland Trust Co., Baltimore 
Mercantile-Safe Dep. & Tr. Co., 





Mea INI ioe ces saceeccs 

















Baltimore .. 
Union Trust Co. of Md., Baltimere ................ 
Second Nat. Bk., Cumberland 
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Bank 
MASSACHUSETTS 
First Nat. Bk.-Old Colony Trust Co., Boston 
Merchants Nat. Bk., Boston 
Nat. Shawmut Bk., 


Earnings Assets 
B$2473 * $10( 
Laisineseeine B$364 * 


a 


/ 


+ 
1.5 + 16% 
ia * 

aS 





New England Tr. Co., Boston $523 * 
Rockland-Atlas Nat. Bk., Boston .......... * 
Second Bk.-State St. Tr. Co., Boston B$646 * 
Mie Ft I a NON, a ica cso ses cass oh ccna cose $15 — 


I oe sas a secnticae $22 
Harvard Tr. Co., Cambridge —. 
Union Nat. Bk., Lowell 
I Nao gcc onctccsnisanceeasactanvetcercnncns saves 
Third Nat. Bk. & Tr. Co., Springfield .......... 
Valley Bk. & Tr. Co., Springfield .................... 
Worcester County Nat. Bk., Worcester ........ 


MICHIGAN 
Detroit Bk. & Tr. Co. ..... name ge 
Manufacturers Nat. Bk., Detroit pa Meer 

Nat. Bk. of Detroit - 
Genesee Merchants Bk. & “Tr. Co., Flint 
City Bk. & Tr. Co., Jackson ............ 
Nat. Bk. of Jackson . sa 
First Nat. Bk. & Tr. Co., ‘Kalamazoo E 
Union Nat. Bk., Marquette ................ 


MINNESOTA 
Northwestern Nat. Bk., Minneapolis — + + 
American Mat. Bk., St. Paul ..............<...-.-... * - 


MISSISSIPPI 
Dep. Guaranty Bk. & Tr. Co., Jackson .......... 


MISSOURI 
Commerce Tr. Co., Kansas City ........................ + 
Boatmen’s Nat. Bk., St. Louis ......... . 
Mercantile Tr. Co., St. Louis 


NEBRASKA 
Continental Nat. Bk., Lincoln ........................ 
MT PINS TS ses Sus ciate dasa cassessastonees 


NEVADA 
First Nat. Bk. of Nev., 


NEW JERSEY 
Camden Tr. Co. ...... 
First Camden Nat. Bk. & yc Se 2’ eee 
Nat. State Bank, Elizabeth ................. 
First Nat. Bk., Jersey City ........ 
Montclair Nat. Bk. & Tr. Co. Siete 
Trust Co. of Morris County, Morristown sieasis 
Fidelity Union Tr. Co., Newark 

Howard Savings Inst., Newark ........ See + 
Nat. Newark & Essex Bkg. Co., Newark ne % 
National State Bank, Newark .......................- - 
Plainfield Trust Co. ........ hans a 
Hudson Trust Co., Union City RRR oer — 


NEW YORK 
Nat. Commercial Bk. & Tr. 
Liberty Bank, Buffalo 
Marine Tr. Co. of West. N. Y., Buffalo ........ 
Long Jsland Tr. Co., Garden City .................. 
SERS, Ae 3 Np ep oeY on * 
Chase Manhattan Bank, N. Y. Cc. neat 
Chem. Bk. New York Tr. Co., N. Y. C. 
Fiduciary Tr. Co., N. Y. C. ae ah tie 
First Nat. City Tr. Cc., N. Y. Cc. pee en N * 
Grace Nat. Bank, N. Y. C. pea bee. eee 
I RI, MN 6 76, ants sctees cna ccewscasneninoviees * 
Irving Trust Co., N. Y. C. en 
Manufacturers Trust Co., N. Y. C. .............. a +. 
Marine Midland Trust Co., N. Y. C. ..............-- 
Morgan Guaranty Tr. Co., N. Y. C. ..... 
Nat. Bk. & Tr. Co., Norwich ....... nee 
Genesee Valley Union Tr. Co., Rochester ie 
Security Tr. Co., Rochester .................- 
First Tr. & Deposit Co., Syracuse ... 
Merchants Nat. Bk. & Tr. Co., Syracuse — oa 
Marine Midland Tr. Co. of 

Weomawe Velie, Wren. nccccnn...-:20s.ncee2...0....2.. 
Oneida Nat. Bk. & Tr. Co., Utica .. 
County Tr. Co., White Plains .......... 
Nat. Bk. of Westchester, White Plains 
NORTH CAROLINA 
Amer. Commercial Bk., Charlotte ................ * * 
OHIO 
Fifth Third Union Tr. Co., Cincinnati .......... + 
Provident Bank, Cincinnati 
Central Nat. Bk., Cleveland .......... 
Union Commerce Bk., Cleveland ..............-....... 
Set a cy, snes cesses cece 
Winters Nat. Bk.. Dayton ........:....:......... 
Ohio Citizens Tr. Co., Toledo .............- 
Dollar Sav. & Tr. Co., Youngstown ................. 
Mahoning Nat. Bk., Youngstown .................--. 


$66 + 
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Bank Earnings Assets Bank E rnings A:sets 

\ 0} LAHOMA Third Nat. Bk., Nashville 2.0...0........:-:c.c0scee00-- a 4. 
Li erty Nat. Bk. & Tr. Co., Okla. City ........ $212 * TEXAS 

: First Nat. Bk. & Tr. Co., Okla. City Sa ilaet Wek BUR NNN aoc cesses cst rs 
Wiret Beet: Bes we Te. Ge. TOI. <.....<...5:-cnsoe a Republic Nat. Bk., Dallas ..... $2.5 + $1,000 + 
Net. Bk. of Tulsa ............... . ’ Fort Worth Nat. Bk. * *B15% 
PENNSYLVANIA Nat. Bk. of Commerce, Houston — Metin mcacuentbos + 
ie ith NE Es MIN ists ac asancincenncsticodecenncbastilonen $21 + Texas Nat. Bk., Houston + 
First Nat. Bk., Greensburg .. wtchesascicesepioite $11 + Frost Nat. Bk., San Antonio ........... coseeeenneseceens + * 
Fermers Bk. & Tr. Co., Lancaster . Baill $14 + Nat. Bk. of Commerce, San Antonio * 
Oi: City Nat. Bk. ......... se $40 + UTAH 
Fidelity-Philadelphia Tr. Co. res $4.4 ° $1,850 ° Walker Bk. & Tr. Co., Salt Lake City .......... * * 

Oo First Penna. Bkg. & Tr. Co., Phila. ........ $4.4 * * $94 . 
Provident Tradesmans Bk. & Tr. Co., Phila. $3.5 * . VIRGIN ‘ - 
Mellon Nat. Bk. & Tr. Co., Pittsburgh ........ N * aa Peoples Nat. Bk., Charlottesville ................... + B $42 
Pittsburgh Nat. Bk $1,000 * lirst Nat. Bk., Danville $16 + 
od Cees ee. Oo. Deas B$91 * First Nat. Tr. & Sav. Bk., Lynchburg .......... $.171 — $70 + 
I es $31 * Lynchburg Nat. Bk. & Tr. Co. ..-.ccsccccn-nneem + + $2.7 
N. E. Penna. Nat. Bk. & Tr. Co., Scranton $.4 + $101 + Peoples Nat. Bk. & Tr. Co., oe seasons +t 
Third Nat. Bk. & Tr. Co., Scrantecn ............. $15 + Seaboard ed = > seminal : 
First-Second Nat. Bk., Wilkes-Barre ~~ + Central Nat. B ichmond .............-.-.. 
York Nat. Bk. & Tr. Co. ........... wiles? $11 + Virginia Tr. Co., Richmond - weston i + 
RHODE ISLAND Colonial-American Nat. Bk., ‘Roanoke Srcsouiets + 

% First Nat. Exch. Bk., Roanck Se ee $48 * 12 

‘. Industrial Nat. Bk., Providence ................----.. - B$346 * on ee ’ % 
R. I. Hospital Tr. Co., Providence ................ — 71% * $39 WASHINGTON , 

Pacific Nat. Bk., Seattle ......... et eceswst * * 

egg eg ae = People Nat. Bk. of Wash., Seattle . Bap aicabiiias * 
State Bk. & Tr. Co., jo a Seattle-First National Bk. ciate deschotesi $200 + 
TENNESSEE WISCONSIN 
First Nat. Bk., Memphis ....... es cae + First Nat. Bk., Madison .......... ee. 4. 
Nat. Bk. of Commerce, Memphis ineeesecaapeicetenes + First Wisconsin Tr. Co., Milwaukee | pects ol. 
First Amer. Nat. Bk., Nashville .................--.-..- — First Nat. Bk., Oshkosh  ............ 4 
ceived in 32 other trusts. Net earnings of Common Trust Funds A and B showed ber of wills on deposit, our customers are 
compared favorably with 1958. Income assets exceeded $2,497,000. calling more and more on the Trust Divi- 
from estates settled was moderately be- sion for management of a variety of 
low 1958 revenues. Notwithstanding, California Bank, Los Angeles properties, including securities, loans 
total income of the Department was Assets of estates, trusts, and agency and real estate. There is a constantly in- 
greater than in any prior year. The accounts under supervision of the Trust 
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backlog of estates from which commis- 
sions have not been received is substan- 
tial. The number of new wills received 
far exceeds those maturing during the 
year. The advertising program and per- 
sonal solicitations for new businesses 
were materially increased. 


Merchants National Bank, Mobile 


Growth has been especially gratifying. 
Total of assets is $21,500,000 higher than 
four years ago. The gain in 1959 was 
$6,639,000. 


First National Bank of Arizona, Phoenix 


Both total trust assets and number 
of clients showed a considerable increase. 
Earnings also improved substantially. 
Completion of the first year’s operation 








& 


From Annual Report of Bank of Delaware, 
Wilmington 


Fesruary, 1960 


Department increased by 22%. Gross 
fees of the department, volume of new 
business, and net earnings exceeded com- 
parable figures for any prior year. All 
department records have been converted 
to tabulating equipment. Growing de- 
mand has justified opening a regional 


trust department in the Long Beach 
Office. 


Citizens National Bank, Los Angeles 


The year was marked by important 
gains in all phases of Trust Department 
activities. Volume of trust assets con- 
tinued to grow and earnings increased 
substantially. An increasing number are 
naming National in their wills. We are 
managing more living trusts and invest- 
ment management accounts than ever 
before. A Fixed Income Fund and an 
Equity Fund were established for the 
collective investment of pension and 
profit sharing trusts. A Trust Depart- 
ment branch was established at the new 
Santa Ana office. 


Security-First National Bank, Los Angeles 


A record year with gains being re- 
corded with respect to gross trust fees 
collected, net income, value of trust as- 
sets, number of trusts, number of wills 
on file, and volume of new trust business. 
Immediate-fee business, additions to ex- 
isting trusts, and dollar volume of wills 
filed exceeded $400,000,000. Gains were 
shown by all three major categories of 
new business. The Department now has 
a staff of 587. 


Union Bank, Los Angeles 


Our Trust Division reached an all- 
time high. We have an increasing num- 


creasing interest in our regional trust 
facilities with more and more suburban 
customers, 


American Trust Co., San Francisco 


Earnings surpassed those of any previ- 
ous year, with branch departments con- 
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tributing importantly. Our directors 
authorized an additional Common Trust 
Fund available only to pension and profit 
sharing trusts. This fund will commenc2 
operations early in 1960, with separate 
portfolios of fixed income investments 
and equities. 


Bank of California, N.A., San Francisco 


1959 was another year of growth. In- 
come collected reached a new high, and 
we expect this increase to continue. 


Crocker-Anglo National Bank, 
San Francisco 


The Trust Department, both in terms 
of income from current business and of 
fiduciary appointments continues to ex- 
pand at a highly gratifying rate. Growth 
has surpassed by a considerable margin 
the volume projected in mid-1958. The 
number of trusts and guardianships par- 
ticipating in our common trust funds in- 
creased materially. 


First Western Bank & Trust Co., 
San Francisco 


All phases of Trust Department ac- 
tivities showed substantial growth. 455 
active trust accounts with over $62 mil- 
lion in trust assets were added during the 
year. Our Common Trust Funds have 
demonstrated their merits. Trust earn- 
ings increased approximately 8% reach- 
ing a new high . . . nearly doubled in 
four years. 
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Pacific National Bank, San Francisco 


Satisfactory growth has continued. Ex- 
pansion has been well diversified. The 
department is receiving an increasing 
number of wills. Pension and profit- 
sharing accounts have also increased. 
Dollar volume amount of accounts shows 
a net increase of 23.5%. 


Wells Fargo Bank, San Francisco 


Gross income from operations reached 
an all-time high and, in spite of in- 
creasing costs, a satisfactory margin of 
profit was maintained. The number of 
new accounts and the value of the assets 
received show satisfactory results, both 
in volume and in the quality of new 
business obtained. Our special services to 
business organizations and other em- 
ployers in the holding and management 
of their funds for employee benefit pro- 
grams were augmented during the year 
through the creation of Wells Fargo In- 
vestment Funds for Employee Benefit 
Trusts. They will operate in much the 
same manner that our Wells Fargo In- 
vestment Fund for Trusts does for per- 
sonal trust accounts. The latter com- 
pleted its fourth year and now has 287 
trusts participating with assets valued 
in excess of $8,000,000. 


Colorado National Bank, Denver 


Another year of substantial growth. 
The Department has installed the most 
modern eauipment and systems available, 
including high-speed IBM data process- 
ing equipment. Expenses are higher. 
However, the Department continues to 
add to the net operating income of the 
Bank, and we are confident that the in- 
crease in gross operating revenue will 
result in continued increase in net. 


Denver United States National Bank 


The Trust Division set new highs in 
earnings, in the number of active ac- 
counts and in the number of wills on 
file. The total number of participating 
accounts in the two common trust funds 
reached a new high, as did the value of 
the investments. 


City Trust Co., Bridgeport 


Trust Department completed one of 
the most successful years in its history. 
Notable was the continuing growth in the 
number of pension and profit-sharing 
trusts established. The accounts of our 
new Danbury Office (adding Trust assets 
of $18 million) have been put under 
centralized review and analysis, but will 
continue to be administered from that 
office. Our Common Trust Fund, now in 
its thirteenth year of operation, has 
more than 200 individual trusts partici- 
pating. Our Business Development staff 
was augmented. The impressive growth 
of this department over the past ten 
years is attributable to the increased 
diversification and quality of services 
offered not only to businesses and large 
estates, but to small estates and trust 
funds as well. 


Putnam Trust Co., Greenwich 


A further addition was made in assets 
administered to a total in excess of 
$41,000,000. 


Connecticut Bank & Trust Co., Hartford 


The Trust Department made further 
gains. At year end the market value of 
the Trust Department portfolio, ex- 
clusive of custodian accounts, was in 
excess of $750,000,000. Two new diversi- 
fied common investment funds were 
established, one for common stocks and 
the other for bonds, for our growing 
number of pension and employee benefit 
plan accounts. The Common Trust Fund 
had a market value on October 31 of 
$31,700,000, with over 1100 individual 
accounts. 


Hartford National Bank & Trust Co. 


A year of continued growth. At year- 
end total accounts being administered 
were some 3,900 in number and exceeded 
$660,000,000 in bank value, exclusive of 
certain custodian accounts. There has 
been a gratifying increase in trust busi- 
ness at the five branch offices where 
trust staffs are maintained. The pension 
and profit-sharing plan division contin- 
ves to grow and now has 114 active ac- 
counts. The total book value is 25% 
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g eater than last year. The Common 
JT ust established for smaller Employee 
Benefit Plans provides diversified invest- 
mont for these funds. This trust more 
than doubled during the year. 


N-w Britain National Bank 


Trust assets reached a new high in 
[ecember. We have served an increasing 
number of corporations and individuals. 
Pension and profit sharing funds have 
grown substantially. We were able, this 
year, to make enlarged distributions from 
several Educational and Scholarship 
funds. The number of wills and estates 
entrusted to us increased, Five new of- 
fices will provide our Trust Department 
with more adequate and appropriate 
space. 


New Britain Trust Co. 


All phases of our Trust Department 
activities increased substantially. New 
highs were achieved for total assets, 
number of accounts and income earned. 


First New Haven National Bank 


This important Department continues 
to expand at a very satisfactory rate. At 
the close of the year Personal Trust As- 
sets (book value) amounted to an all- 
time high of $155,597,035, an increase 
of $11,153,572. Commissions and fees 
reached an all-time high of $634,554, up 
$48,934. Pension and Profit Sharing 
Trusts are growing. Common Trust Fund 
“A” has now passed the $7,000,000 mark 
with 236 participants, 


Union & New Haven Trust Co. 


Funds administered increased $13,206,- 
918 to a total book value of $182,374,091. 
Again, the number of new accounts re- 
ceived was greater than in any previous 
year, with new agency accounts and 
trusts showing a marked upswing. 
Growth is reflected in the increase in 
income of the department by 8%. 


Brooks Bank & Trust Co., 


Torrington, Conn. 


Our Trust Department is maintaining 
its steady growth. At year end the funds 
of estates, trusts, conservatorships, guar- 
dianships, agency and custody accounts 
totalled in excess of $20,000,000. 


Bank of Delaware, Wilmington 


Seventy-five years ago, our. bank 
opened the first trust department in 
Delaware — with but one account re- 
ceived the first year. In 1959, better than 
one new account was accepted every 
other business day. Seventy-five years — 
building up assets of personal trust ac- 
counts to a value of more than half a 
billion dollars; holding securities for 
corporations worth several times that 
amount; building normal fees up to 1959 
trust department earnings from fees and 
commissions in excess of one million dol- 

(Continued on next page) 
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Perspective on Financial 
Institutions 

Total assets held by each of the ten 
major repositories of money and invest- 
ments“ were lucidly charted and de- 
scribed “in capsule” in a special feature 
of the Business Review (Oct. °59) of the 
Federal Reserve Bank of Philadelphia. 
Personal trust departments are shown to 
have under administration over $30 
billion of assets — second only to the 
total of approximately $75 billion in 
commercial banks, but addition of the 
majority of pension trust funds admin- 
istered in trust departments would raise 
the “investable” total to nearly $60 
billion. It must also be noted that per- 
sonal trust assets are generally under- 
stated as valuations are often based on 
original inventory or even unit control 
values, which are far below 
market values. 

The charts also show the relative per- 
centage of all institutional assets held 
by each type from 1900 to date. with 
savings and loan companies and pension 
funds showing the only appreciable in- 
crease in the past twenty years. The 
addition and growth of personal finance 
facilities during that period have been 
responsible for reducing or holding 
down the ratio of the other groups in 
spite of the large absolute increase in 
asse's of the five traditional money in- 
stitutions. As an example of the Review’s 
unique compilation, that of the personal 
trust departments is reproduced here- 
with. 


current 


*Commercial banks, life insurance companies, 
personal trust departments, savings & loan associa- 
tions, investment companies, pension trusts, mutual 
savings banks, credit unions, sales finance compa- 
nies and personal finance companies. 
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e American philanthropy reached a rec- 
ord high of more than $7.5 billion in 
1959 according to the American Asso- 
ciation of Fund Raising Counsel, Inc. 
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Personal Trust Departments of trust com- 


panies and commercial banks take legal pos- 
session of personal property and manage it 
for the benefit of either the person creating 
the trust or someone designated by him. 
For example, a trust would be created if 
a businessman (trustor) should arrange for 
his commercial bank (trustee) to take pos- 
session of and invest $100,000. The income 
from this fund might be paid to the busi- 
nessman (as beneficiary) during his life 
and to his widow upon his death. Personal 
trust departments also act as executors and 
administrators of estates, as assignees and 
receivers in bankruptcy, and in other fidu- 
ciary capacities. 


MAJOR SOURCES OF FUNDS 


lesieie 


USES OF FUNDS: Types of assets held, end of 1958 
PER CENT OF TOTAL value PERSONAL TRUST 
PERSONAL TRUST IN BILLIONS OF DOLLARS DEPARTMENTS AS PER CENT 
DEPARTMENTS ASSETS TOTAL, 49.7 
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Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
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lars. New offices for the presonal and 
corporate trust divisions were completed, 
permitting consolidation of the entire 
trust department on the third and fourth 
floors at the Main Office. Five years ago 
we began a program of training young 
college men and women in the theory, 
practice, and the humanities of the 
trust business — to replace our present 
officers as needed and to provide addi- 
tional personnel for anticipated growth. 
Fifteen men and women are in various 
stages of training under this program. 
During that period our records have been 
converted to punch-card accounting, and 
we now look forward to even more ac- 
curate and economical operation by elec- 
tronic computer. We are holding for our 
customers approximately four thousand 
wills. New wills appointing us have been 
executed in 1959 for the third consecu- 
tive year at the rate of more than one 
every day (410 compared to 390 in 
1958). Two variable investment plan 
pension and profit sharing funds were 
created during 1959. Each V.I.P. fund 
has several hundred thousand dollars in 
it from pension and profit sharing plans. 
Gross commissions reached an all-time 
high this year but may be somewhat less 
in 1960. 


American Security & Trust Co., 
Washington 

The Trust Department continued its 
steady growth, administering personal 
trust assets in excess of $600,000,000. 
Our Discretionary Common Trust Fund 
was divided into two separate funds of 
common stocks and fixed income securi- 
ties. 


National Bank of Washington 

Measured by volume of business, in- 
crease in assets, and gross earnings, 1959 
was our best and most active year. Each 
year more of our customers are availing 
themselves of our estate planning serv- 
ice. The volume of Retirement Plans un- 
der which the bank acts as trustee 
showed a substantial gain. 


National Savings & Trust Co., Washington 


This department has shown a pleasing 
growth in volume of accounts with a 
corresponding gain in earnings. 


(To be continued next month) 
A A A 


New FPRA OFFICER 


Wilson Parfitt has been appointed as- 
sistant executive secretary of the Finan- 
cial Public Relations Association. Mr. 
Parfitt, with FPRA since 1954, was 
formerly assistant vice president of the 
Western Pennsylvania National Bank, 
McKeesport, Pa. He is a graduate of 
the School of Financial Public Relations 
and Stonier Graduate School of Banking. 


A AA 


Illinois Trust School Merges 
with New National School 


The Trust Development School of the 
Illinois Bankers Association’s Trust Di 
vision will be merged with the new Na 
tional Trust School, sponsored by th 
Trust Division of the American Bank 
ers Association. The merger will become 
effective at the time of The Nationa 
Trust School’s session at Northwestern 
University in August. 

Several members of the faculty of the 
Illinois school will become instructors at 
The National Trust School. Robert C. 
Lee, vice president, Chicago Title and 
Trust Co., and a member of The Na- 
tional Trust School’s Board of Regents. 
was originally scheduled to be chairman 
of the I.B.A. school committee for the 
1960 session. The Illinois School had 
completed 14 succéssful annual sessions. 
Prospective students whose applications 
for admission have been accepted previ- 
ously by the Illinois school will be ad- 
mitted automatically to The National 
Trust School. 

I.B.A. President Kenneth E. Cook and 
Trust Division President Charles W. 
Hamilton indicated in their joint an- 
nouncement. that it is to the best inter- 
est of trust business to join in the com- 
mon cause of promoting the best in 
trust education. The new National Trust 
School, designed to offer training in 
trust work on a level between that of the 
American Institute of Banking and The 
Stonier Graduate School of Banking, 
will hold its first session on the campus 
of Northwestern at Evanston, IIl., Au- 


gust 8-26. It will offer courses in both | 


trust administration and trust new busi- 
ness. 











“Why can’t they have the Mid-Winte: 
Trust Conference in May or June?’ 
Courtesy of The Trust Bull: tin 


TRUSTS AND ESTATES 





New: 
nae. | 
of R 


prom 


fathe 





‘ 


of hi 


some 


com] 
ise a 


iad 


| serve 


Trus 
ried 
cial 
agen 
“- 
natu 
Nati 
phas 


“rest 





ach 
usua 
“7 

a ba 

| Nati 
and 


Top 





| gett 
| succ 


yer 


; ecut 


an 


' ed ¢ 


FEE 





GOL Etre 


oS a 


tin 








BOT PPT 





ON THE PUBLICITY FRONT 


Newspaper Advertising 


“A moment of insight” in a recent ad 
of Royal Trust Co., Montreal, is “the 
promise of the year to come” which the 
father (in the picture) sees in the face 





of his sleeping son. The text points out 
some of the ways in which the trust 
company is “helping to make this prom- 
ise a reality.” 

“His securities need treatment” ob- 
serves an ad of Rhode Island Hospital 
Trust Co., Providence, about the wor- 
ried man reading the newspaper finan- 
cial page. The text describes a personal 
agency account and offers a booklet. 

“Dependable, complete trust services 

. . with special emphasis on Texas’ 
natural resources” titles an ad of First 
National Bank, Dallas. \lustrations em- 
phasize oil, cotton and cattle among the 
“resources” and give the advertisement 
a character quite distinct from the more 
usual offer to handle securities. 

“The care and feeding of ducks... 
a banker’s job?” queries an ad of First 
National Bank, Chicago in its Business 
and Economic Review for January. 
Topped by a large photo of the ducks 


aed 





getting fed, the text tells the story of the 


successful duck farmer who, at his law- 
yer’s suggestion, appointed the bank ex- 
ecutor — and within 48 hours died in 
an automobile accident. The bank learn- 
ed aout feeding ducks, obtained an im- 
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proved formula from the feed company, 
and when the farmer’s son came of age, 
turned over the farm “in sound shape 
and with increased value.” This is one 
of First National’s ad series based on 
true stories. 

“A new, flexible, investment service 
for pension and profit-sharing trusts” 
turns out to be the dual-fund investment 
plan in an ad from Hamilton National 
Pank, Chattanooga. The text tells “what 
it is,” “what it gives to participants” 
and “who can participate.” A booklet on 
the subject is offered. 

“Let’s launch it and see if it floats” 
suggests an ad of Huntington National 
Bank, Columbus, Ohio, picturing a sail- 
boat in outline. The rudder is drawn as 
a brochure entitled “Your Estate Analy- 
sis,” and the text comments on the value 
of testing new products in business and 
how the same principal can be applied 
to estate plans by a thorough estate 
analysis. “This analysis, which costs you 
nothing, will give you and your attorney 
a factual basis from which to start in 
preparing the strongest possible Estate 
Plan.” 

“Mr. C’s Will said this . . . But what 
it really meant:” These headings in an 
ad from Frost National Bank, San An- 
tonio lead to a discussion of what hap- 
pens when a man leaves his estate out- 
right to his wife and also appoints her 
executrix. 


Forums 


The state of Illinois witnessed a num- 
ber of forums in recent weeks. At First 
National Bank, Belleville, a total of 592 
women attended one or more of the 
four-session Women’s Finance Forum, 
the first undertaken by this institution. 
The bank drew its invitation list from 
names submitted by 10 women’s organ- 
izations to which were added a selected 
list of customers. More than 500 women 
attended the one-day forum sponsored 
for the third year by First Trust & Sav- 
ings Bank, Kankakee. In Chicago, the 
Continental Illinois National Bank & 
Trust Co. continued its series on “fash- 
ions in finance.” Investments and thrift 
were stressed at these meetings. 

More than 300 persons attended the 
second financial seminar for top indus- 
trial men sponsored by Nashua (N.H.) 
Trust Co. This compares with 40 at the 
first try. Economic indicators and pro- 
jections for 1960 were discussed by Dr. 
William H. Miernyk of Northeastern 
University, Boston. 

















PROPERTY 
IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 
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a URRENT LITERATURE 


By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 














Books 


Alexander’s Federal Tax Handbook— 
1960 


ROBERT M. MUSSELMAN, The Michie Com- 

pany, Charlottesville, Va. (1333 pp.; $20). 

The 24th edition of this one volume 
work on the law of Federal taxation in- 
cludes treatment of income, estate, gift, 
social security and excise taxes. It has 
been primarily designed for the attorney 
or accountant who has need of knowl- 
edge of the federal law of taxation in 
relation to the more conventional employ- 
ments of his practice. Emphasis has 
therefore been placed on those areas of 
the law of taxation which the individual 
practitioner is more likely to encounter. 
Particular attention has been paid to 
the individual’s tax problems and in this 
context, coverage of the Small Business 
Tax Revision Act of 1958 has been ex- 
panded. 

Included in the treatment of the in- 
come tax law are chapters on the tax- 
ation of corporations, partnerships, and 
trusts. A “code finder” makes available 
to the reader reference to treatment in 
the text of sections of the Internal Rev- 
enue Code. 


The Law of Titles 


JULIUS L. SACKMAN, Matthew Bender & 
Company, Inc., Albany 1 (1155 pp.; $25.00). 


This is a comprehensive study, en- 


cyclopedic in its scope, of the title law 
of every state. Each principle of law 
is fully documented and cases are cited 
in the footnotes in alphabetical order 
by states. There is also a complete table 
of descent and distribution for each 
state. 

Subjects of study include the sources 
of title, deeds, judicial sales, statutory 
sales, transfers by operation of law, 
other transfers and adjudication of title. 
Under the section of deeds relating to 
parties, for example, there is coverage 


of executors, guardians, trustees and 
other fiduciaries. In the category of 
other transfers are treated various 


aspects of the devise of real property 
such as capacity to take and specific 
rules governing testamentary transfers. 

In the publisher’s well known loose- 
leaf compression binder, the treatise will 
be updated from time to time as the oc- 
casion warrants. 


The Modern Prudent Investor: 
To Invest Trust Funds 
CHARLES P. CURTIS, Joint Committee on 
Continuing Legal Education, American Law In- 


stitute and American Bar Association, 133 South 
36th St., Philadelphia 4 (142 pp.; $3.00). 


How 


This handbook, now in its second edi- 
tion (1958) is one of more than 50 
“how-to-do-it” texts published by the 
Committee on Continuing Legal Educa- 
tion. Intended as a practical guide, and 
not as a legal treatise, it is especially 
suitable for the needs of a practicing 
attorney who has trust funds to invest 
or who represents the interests of a 
trustee or beneficiary. 

The investment responsibilities of the 
trustee are discussed and defined within 
the framework of Judge Putman’s “pru- 
dent man” rule and the Restatement of 
the Law of Trusts. It is mandatory, ad- 
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vises the author, that the trustee fir t 
understand the provisions of the tru t 
instrument and ascertain the securiti s 
which he will administer. Some of t! 
more important considerations that te 
trustee must be aware of in investiig 
trust funds are diversification, the use 
of investment services as sources of j1- 
formation, timely selling, market trencs, 
capital gains taxes and the declinirg 
value of money. Excerpts from the R>- 
statement are printed in the appendix 
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ARTICLES 


Taxability of Parents on Use of Trust 
Income by or for Their Children 
EDWARD W. ROTHE, Illinois Bar Journal, 
December, 1959 (424 South Second St., Spring- 
field; $1). 

The shifting of the income tax burden 
among members of the family through 
the utilization of trusts for minors con- 
tinues to be the subject of governmental 
attack. Trust income will be taxed to 
the parent where he is granted improper 
dominion and control over the corpus, 
but such occurrence can clearly be 
avoided if the draftsman of the trust 
instrument follows certain well defined 
rules that msure the income’s being 
taxed to the trust or to the minor bene- 
ficiary. Of more current import is the 
Treasury’s attempt to subject the par- 
ent to tax liability on the theory that 


the trust income is used to satisfy all} 
or part of the parents’ obligation to sup- | 


port the minor beneficiary. The author 
analyzes the controlling Code sections 
and Treasury regulations and indicates 


those circumstances where it is safe tof 


assume that the tax burden will fall 
upon the parent. 


State Street — A Case Study of Sec-! 


tions 2036(a)(2) and 2038 


JOHN L. GRAY, Jr. end RICHARD B. COV- 
EY, Tax Law Review, November, 1959 (40 
Washington Sq. So., New York 3; $2.50). 
The recent First Circuit decision in 
the State Street Trust Co. case is cer- 
tain to cause concern among many per- 
sons who have established 
trusts and who have made themselves 
trustees or have retained specific power 
of management over trust assets. Both 
the decisions of the District Court and 
the Court of Appeals are analyzed in 
this article in light of the statute and 
decisional law involving management 
powers. The authors conclude that until 
certainty is introduced into this area of 
the law, a grantor should be cautious in 
retaining management powers. 


The Variation of Trusts Acts, 1958: A Iti 
Departure from Traditional Princt-) 


ples of Trust Law 


HOPE H. CAMP, Jr., 
December, 1959 (New Orleans 18; $2.50). 


It has long been the tradition of Eng-) 


lish and American law that the terms of 
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a trast instrument should be varied only 
in cases of emergency. The Variation of 
Trusts Act of 1958 now sanctions varia- 
tion of a trust by the English Courts in 
circumstances no more demanding than 
that the best interest of the beneficiary 
require it. After studying the English 
decisions that culminated in the Act, the 
writer discusses the problems of the 
American courts acting within the tradi- 
tional restrictions and suggests that a 
broader jurisdiction to vary a trust 
would provide protection for a _ benefi- 
ciary’s interests from the vagaries of 
our economy. 


Emotional Aspects of Probate Practice 
ERIC A. PLAUT, M.D., The Practical Lawyer, 
December, 1959 (133 S. 36th St., Philadelphia 
4; $2.00). 

The purpose of this article is to ex- 
amine the state of mind of the bereaved 
person and the effect it may have in 
probate matters. The meaning of the 
death of a person to an individual is 
strongly influenced by his relationship 
with the deceased. An individual’s re- 
action to death may manifest itself emo- 
tionally and physically and in his rela- 
tionships with others. Dr. Plaut indi- 
cates the lawyer’s unique position in 
that he is able objectively to witness the 
behavior of a bereaved and thus further 


'the closing of probate proceeding and 


also be able to summon psychiatric aid 
when indicated. 


Occupational Licensing — A Nation- 
wide Dilemma 

WALTER GELLHORN, Journal of Accoun- 

tancy, January, 1960 (270 Madison Ave., New 

York 16; $.85). 

If more and much graver social prob- 
lems are not to be created, the entire 
system of occupational licensing must 
be re-examined. It is the author’s basic 
tenet that less and not more occupa- 
tional control is required. He argues that 
professional licensing should not be a 
means of defining and restricting the 
functions within a professional area or 
as a means of eliminating competition or 
of gaining prestige. 


1959 Survey of New York Law — 


Future Interests—-BERTEL M. SPARKS 
Trusts and Administration—JOSEPH W. HAWLEY 
LEY 


Succession—JOHN HOUSTON 

New York University Law Review, December, 

1959 (40 Washington Sq. So., New York 3; $3). 

The law of future interests was 
amended by the 1958 New York Legisla- 
ture by changing the period of the Rule 
Against Perpetuities to lives in being at 
the creation of the property interest. 
This year the legislature amended sec- 
f the Real Property and Personal 
life estates, contingent remainders, re- 
limited on _ successive life 


tions. The amendments bring 


these sections into harmony with the 
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“lives in being” concept of the Rule 
Against Perpetuities. 

Amendment of the statute on accumu- 
lations and powers of appointment was 
also of importance in trust law. Other 
interesting developments in the trust 
area included decisions on termination 
of trusts, power to invade principal, al- 
locations between principal and income, 
and constructive trusts. 

Significant legislative developments in 
the law of succession include the amend- 
ment of the Decedent Estate Law so as 
to divide the estate of an intestate equal- 
ly between the surviving spouse and an 
only child. Also important in this area 
were cases involving execution of wills 
and ademption of legacies. 


Probate and Administration on the 
American Frontier 
WILLIAM WIRT BLUME. Michigan Law Re- 
view, December, 1959 (Ann Arbor; $2.00). 
This is the third in a series of five 
articles examining the law and its ad- 
ministration on the American frontier. 
The present article is a study of the 
probate records of Wayne County from 
1796 to 1816, a period during which 
Wayne County was successively included 
within the boundaries of the Northwest 
Territory, the Indiana Territory, and the 
Michigan Territory. 


Sixth Circuit in Ducros Departs from 
Basic Corporate Insurance Cases 


ROBERT J. LAWTHERS, Journal of Taxation, 
February, 1960 (147 E. 50th St., New York 22; 
$1.50). 

The Sixth Circuit in Ducros held, con- 
trary to established case law, that in- 
surance proceeds, accruing from a policy 
paid for by a corporation on the life of an 
employee-shareholder and for the bene- 
fit of a shareholder, were not includable 


in the gross income of the shareholder. 
The opinion did not consider the tax- 
ability of the premiums as paid by the 
corporation or the taxability of the cash 
surrender value of the policy. The author 
perceives a new direction in this area 
of the law and the need for the develop- 
ment of theories interrelating the tax- 
ation of premiums and proceeds. 


Federal Estate Tax Consequences of 
Limitations on Powers of Appoint- 
ment 
THOMAS C. FOSTER, University of Cincinnati 
Law Review, Fall, 1959 (Cincinnati 21; $1.50). 
In conjunction with a general discus- 

sion of the nature and classification of 
powers of appointment, this article con- 
siders the relationship between the In- 
ternal Revenue Code definition and tax 
treatment of a general power of ap- 
pointment and the property rights the 
donee of a power of appointment pos- 
sesses under state law. 


The “Pour-Over” Technique in Estate 

Planning 

CHARLES N. SCHENCK, III, Taxes, January, 

1960 (4025 W. Peterson Ave., Chicago 46; 

$.75). 

The use of a “pour-over” by will to an 
intervivos trust appears to be gaining 
wide acceptance in those states where 
its use is permitted through judicial ap- 
proval or legislative enactment. This 
article reviews the legal background of 
the pour-over provision and considers 
the drafting and procedural precautions 
that should be undertaken. The author 
demonstrates that the pour-over may be 
integrated with the marital deduction, 
accumulation trusts and other estab- 
lished tax saving devices. 


(Continued on page 168) 
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BUSINESS ESTATE PLANNING 
FROM ADMINISTRATOR'S VIEW 
CHARLES F. SEUFFERT 


Vice President and Trust Officer, Genesee Valley Union Trust Co., 
Rochester, N. Y. 


HE CHIEF FAULT WITH MANY ESTATE 
; ahs is that they are based upon 
incomplete facts, lack of knowledge of 
estate and trust administration, and em- 
phasis that is wrongly placed. Insuffici- 
ent attention is given to those things 
which in human affairs ought to come 
first. It is, for example, of prime im- 
portance that the property and affairs of 
a man who has wished to provide con- 
tinuing protection for his loved ones 
should be in the hands of managing fi- 
duciaries who are truly suited to the 
task and who are endowed with powers 
clearly spelled out so as to accomplish 
his objectives. Yet sometimes both the 
suitability of the trustees and the scope 
of their powers are hurriedly glossed 
over in a burst of enthusiasm aroused by 
some vision of so-called cost and tax 
economy. 

It is important, also, that protective 
provisions for the surviving wife and 
children should be constructed, not ac- 
cording to rigid precepts but according 
to individual needs, anticipated as 
thoughtfully as may be. Yet, innumer- 
able wills and trusts are put together 
out of “boiler plate” material of various 
irrelevant origins, and it is these incom- 
patabilities that cause administrative 
problems. Transactions so highly per- 
sonal in nature cannot properly be de- 
signed according to a formula of uni- 
versal application. 

With a substantial part of many es- 
tates today composed of a controlling or 
effective minority interest in a business, 
this discussion will be concerned with 
some of the practical problems common 
to them. 

Unincorporated Sole Proprietor. As- 
suming that there is no question of 
solvency of the estate, several problems 
are always present when this type of 
business is specifically bequeathed. One 
is, what does the testator intend to be- 
queath? Even though he kept accurate 
business records, including balance 
sheets and profit and loss statements, 
and ran the business under a trade 
name, it is not an entity in law. So what 
is bequeathed will depend on the skill 
and precision with which the draftsman 
described the bequest, and the extent to 
which the testator had separated his 


From an address before Rochester Estate Plan- 
ning Council, Dec. 8, 1959. 
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business assets and his non-business 
assets. 


Unless the testator’s wishes are fully 
described, the problem situations will 
evolve around such items as accounts 
receivable, cash, securities listed on the 
business statement and securities pledged 
to secure business loans. Money in the 
business account should present no 
problem, but suppose it is exorbitantly 
large because of retained earnings and 
greatly exceeds what would normally be 
needed for everyday operations. 


Another problem concerns the es- 
tate’s liability for date of death business 
debts. Here again, the answer will de- 
pend on whether the will has covered 
the matter. If the language was not as 
complete as it could have been and there 
is no question of solvency, the executor 
may feel safe in transferring the busi- 
ness to the legatee, in which case he 
would want a prepared agreement be- 
tween him and the legatee, providing all 
interested persons are of age, competent 
and willing. If there is a question of sol- 
vency, or if infants and incompetents 
are involved, or there is unwillingness, 
then the executor should apply to the 
Court for construction and instructions. 

If this single proprietorship business 
is to continue in trust, there is the ques- 
tion of whether or not it should be in- 
corporated — if for no other reason 
than to be able to create reserves for 
business purposes. The income may have 
to be paid out whereas, if the business 
is incorporated, reserves may be set 
aside before paying dividends. 


Closed Corporations. Experience has 
shown that unless a friendly family 
member has been in the business and 
has the stature and experience to carry 
on in the interest of the deceased own- 
er’s widow and family, there is no need 
to carry on but to sell as soon as pos- 
sible. To depend on outsiders is folly, 
because if they are successful they are 
sure to make demands for an uncon- 
scionable salary or threaten to go into 
business for themselves. This is true 
particularly of small specialized busi- 
nesses. Other reasons for selling include 
need for dividend income, distributive 
provisions, attitude of the beneficiaries 
and of any co-fiduciary, and inadequacy 
of working capital. 


Should the business be continued, ce r- 
tain immediate steps must be taken ‘o 
protect the business and the estate. T! e 
question of inventory control should r>- 
ceive immediate attention because this 
has a direct effect on cash flow. The i.- 
ventory turnover should be compared 
with others in the industry not only ‘o 
determine the rate of sales, but also ‘o 
determine if the inventory is too high. 
An important consideration is the man- 
ner of pricing the inventory for state- 
ment purposes and also whether many 
of the items are obsolete. Further and 
of great importance, a complete inde- 
pendent audit of the company should be 
made as soon as possible. 

Let us take a typical example of a 
man whose main asset is a thriving small 
corporation, who was always going to 
change his will and even considered re- 
aligning the capital structure of the cor- 
poration so as to provide an income-pro- 
ducing security for the benefit of his 
wife and daughter and leave the con- 
trolling voting shares to his sons. His 
family consisted of his widow, two sons 





and an unmarried daughter. The sons | 
were coming along very well in the busi- | 


ness. However, as often happens, our 
business owner’s time ran out and he 
died without carrying out any of his 
plans. The will left everything in trust 
— one-fourth for the widow with power 
of appointment, one-fourth for each son, 
and one-fourth for the daughter with 


vesting at age 35. Under the terms of | 
the will the business was to be contin- | 


ued, cash for administration expenses 
and taxes was to be secured from sale 
of stock to the corporation, and as much 


as possible of the stock was to be dis- i 


tributed to the trusts for the sons. 

It appeared that an excellent way to 
carry out the testator’s wishes that the 
stock of the close corporation fall to 
the sons would be to transfer surplus 


to capital and realign the capital struc- | 
ture by creating two classes of stock: | 


voting and non-voting, with more shares 
of non-voting outstanding than voting 
— but of equal value. As more and 
more enthusiasm for the change was 
generated, it was discovered that the 
will contained a sentence which thwarted 
the entire plan: all stock dividends were 
to be treated as income. 

The time has come to give a new 
emphasis and a new direction to this 
art of estate planning, and to concern 
ourselves, not exclusively with technical 
and involved schemes for the avoidance 
of taxation, but rather with emphasis on 
the solid fundamentals of the relation- 
ships established by the plan. 
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ESTATE TAX 


Insurance proceeds retained under set- 
tlement option failed to qualify for 
marital deduction. Under settlement pro- 
visions of insurance policies on life of 
decedent, proceeds, payable on receipt of 
proof of death, were to be retained by 
company and monthly payments made 
to widow. In event wife were not surviv- 
ing, or died during period of settlement 
payments, balance of proceeds was to 
be paid equally to secondary beneficiar- 
ies, insured’s sons. Surviving spouse was 
given right to make withdrawals in whole 
or in part on any interest payment dates. 
Commissioner disallowed marital deduc- 
tion for value of proceeds. District Court 
upheld Commissioner. 

HELD: District Court sustained. Inter- 
est of surviving spouse was terminable, 
since upon happening of stated contin- 
gency, proceeds would pass to secondary 
beneficiaries for less than full considera- 
tion. Moreover, since she could make 
withdrawals of proceeds only on interest 
payment dates, first of which was not 
until one month after decedent’s death, 
her power to appoint proceeds was not 
exercisable “in all events” pursuant to 
statutory requirement. Est. of T. C. 
Werbe v. U. S., 7th Cir., Dec. 30, 1959. 


Attorney’s fees incurred in estate liti- 
gation qualify as deductible administra- 
tion expenses. Executors initiated two 
state court proceedings to have dece- 
dent’s will construed. As result, court 
decreed that estate should pay legal fees 
of legatees who, of necessity, had been 
drawn into proceedings. Commissioner 
disallowed deduction for these fees. 

HELD: For estate. Fees were paid out 
of estate funds pursuant to state court 
order required as result of proceeds insti- 
tuted by executors to construe will they 
were required to administer. They, there- 
fore, represented expenses in connection 
with administration of estate. J. F. 
Duiles, et al., Exrs. v. Johnson, 2d Cir., 
Dec. 14, 1959. 


Bequests to Bar Associations qualify 
as charitable deduction. Decedent pro- 
vided that part of residue of his estate 
was to devolve to New York County Law- 
yers Association, Bar of City of New 
York and New York State Bar Associa- 
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FEDERAL TAX NOTES 
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tion. Commissioner disallowed charitable 
deduction on ground that associations 
were in part concerned with regulation 
of unauthorized practice of law, disciplin- 
ing of profession, improving court pro- 
cedure and endorsement of judicial can- 
didates, and influencing legislation. Dis- 
trict Court upheld Commissioner. 

HELD: District Court reversed. Activi- 
ties to which Commissioner took excep- 
tion are not intended for economic bene- 
fit of particular group, but are directed 
to performance of public service. Other 
activities of organizations which are sub- 
stantial in nature include maintaining 
libraries for legal research, sponsoring 
lectures and forums on law, and provid- 
ing free legal service. These are educa- 
tional and charitable. Although associa- 
tions do engage in other activities, some 
of which are social in nature, these are 
incidental to basic charitable and educa- 
tional purposes. J. F. Dulles, et al., Ex1's. 
v. Johnson, supra. 


Amount of deductible bequest must be 
reduced by taxes allocable to such share. 
Charitable bequests comprised property, 
part of which was required to pay estate 
taxes. Commissioner first computed tax 
without regard to fact that part of tax 
was payable out of deductible bequest. 
Thereupon, sum equal to portion of tax 
which if paid would have been paid out 
of charitable bequest was added to tax- 
able estate, and then tax was recomputed. 
By means of algebraic formula, Com- 
missioner continued this recomputation 
to arrive at final tax. Taxpayer contended 


panmaneconenpnn: 


that tax should be amount determined as 
of first recomputation. 


HELD: For Commissioner. Amount of 
estate tax depends upon value of net es- 
tate. This value can only be determined 
by subtracting allowable deductions from 
estate, including charitable deduction. 
However, amount of charitable deduction 
can only be determined after tax on net 
taxable estate has been determined. This 
requires endless chain of computations 
and recomputations, taken into account 
by Commissioner’s algebraic formula. J. 
F. Dulles, et al. v. Johnson, supra. 


Retention of right to annual distribu- 
tion from trust. Pursuant to terms of 
trust, decedent-grantor was entitled to 
annual payments of $10,000 from trust 
until such time as trustees might pur- 
chase annuity policy providing decedent 
with annual income in like amount. Al- 
though no annuities were ever purchased, 
decedent did receive annual amount of 
$10,000 until her death. Tax Court sus- 
tained Commissioner’s determination 
that amount of corpus required to pro- 
duce such income was includible in dece- 
dent’s estate, since she had retained right 
to receive annual distributions from in- 
come of trust. 


HELD: Tax Court reversed. In state 
court proceeding, it had been determined 
$10,000 annually, even if trust produced 
less than this amount annually, and even 
if it became necessary to invade corpus 
Her right to receive sum was not limited 
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to property transferred by her or income 
therefrom. Thus, at time of death, there 
was nothing left to be included in her 
gross estate. Est. of M. Becklenberg v. 
Comm., 7th Cir., Dec. 30, 1959. 


GIFT TAX 


Value of gift not reduced by trustee’s 
commissions. Under terms of trust agree- 
ment, corporate trustee was entitled at 
inception of trust to retain out of initial 
trust principal commission for receiving 
such principal. Donor reported gift on 
basis of full value of corpus less commis- 
sion. Commissioner included full value 
for gift tax purposes. 

HELD: For Commissioner. Value of 
gift for tax purposes was value of prop- 
erty which passed from donor at time 
of transfer. This is not to be reduced by 
trustee’s initial commission for receiv- 
ing property. F. Schayek v. Comm., 33 
T.€. No. Ti, Jan: 7. 1960. 


Annual exclusion not allowable against 
gifts of future interests. Donor establish- 
ed trusts for benefit of ten minor grand- 
children. Under terms of trust agree- 
ments, beneficiaries were to receive spe- 
cified share of trust corpus upon attain- 
ing age 21. Trustees were given right to 
accumulate and invest trust income as 
part of corpus. During beneficiaries’ mi- 
nority, trustee had right to pay to bene- 
ficiary such sums of money as trustee 
deemed advisable “if” such beneficiary 
“should need money for support or edu- 
cation and is unable to provide such 
money.” Commissioner disallowed annual 
exclusion claimed by donor against value 
of gifts. 

HELD: For Commissioner. Gifts were 
of future interests. and thus did not 


qualify for annual exclusion, since bene- 
ficiaries did not have right to demand 
distribution from the trust at any time, 
but only in limited instances of need. C. 
Thorrez v. Comm., 6th Cir., Dec. 28, 
1959. 


INCOME TAX 


Trustees’ fees payable out of income 
upon termination of trust. Taxpayer was 
trustee, as well as income and remainder 
beneficiary, under trust created in Mis- 
souri. Pursuant to agreement, trustees’ 
fees were based partly upon percentage 
of gross income and upon percentage of 
value of corpus of trust as of time of 
distribution. Exact fees had not been 
fixed, and under state law of Missouri, 
no fixed amount is prescribed. Upon 
termination of trust in 1953, value of 
corpus was used as basis for computing 
trustees’ fees, and these fees were paid 
out of income received in 1953. Balance 
of income was reported by beneficiary as 
distributable taxable income to him in 
1953. Commissioner determined that all 
income received for year was taxable to 
beneficiary on ground that amount of 
fees paid was propertly chargeable to 
corpus. 


HELD: For taxpayer. Under state law, 
in absence of expression by grantor or 
agreement to contrary, fees are to be 
paid out of income where no unusual 
services have been performed with re- 
spect to corpus. This was case here even 
though fees were computed in part upon 
value of corpus. Such fees are, therefore, 
deductible against income and reduce dis- 
tributable income of trust which was tax- 
able to taxpayer in year of termination 
of trust. N. H. Rand, et al. v. Comm., 33 
TG. No. 61, Dee. 21, 1959. 
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Charitable deduction denied upon re):n- 
quishment of right to allocate fut re 
trust income to charity. In 1952, taxpa:’er 
established irrevocable trust, inco ne 
from which was distributable to qualif ed) 
charitable organizations or for cheri- 
table purposes for first twenty years of 
trust term. Grantor reserved power urtil 
1967 to designate which of class of chari- 
table organizations would receive 9(% 
of trust income. Remaining income was 
distributable among charities as “Dis- 
tribution Committee” should determine. 
In 1954, grantor relinquished his power 
to designate recipients of 90% share in 
trust income for 1957. Taxpayer claimed 
that release completed gift to charity, 
entitling him to deduction in 1954 in 
amount of discounted value of 90% of 
income estimated to accrue in 1957. Com- 
missioner disallowed deduction and re- 
fund suit was instituted. 


HELD: For Commissioner. Since there 
was no power to allocate income among 
non-charity beneficiaries, power to allo- 
cate charitable contributions alone does 
not make grantor owner. By analogy, it 





was not intention of Congress that, when: 
grantor relinquished power of such slight 
value, it should constitute “payment” by 
grantor to charity. Winthrop, et al. v. 
Meisels, D.C. S.D. N. Y. Dec. 30, 1959. | 


Transfer of stock to retiring employee | 
and to members of immediate family | 
held to be gift. Taxpayer was vice-presi- | 
dent and in charge of sales of corpora- 
tion until 1950. His wife and son had 
never been employed by company. In 
1946, 1947 and 1948, principal stockhold- 
ers of corporation transferred certain 
shares of company to taxpayer and to 
his wife and son. Commissioner contend- 
ed that transfers were made to induce | 
taxpayer to continue in active and loyal 
relationship to corporation in which don- 
ors had substantial interest. 


HELD: Jury held for taxpayer. Facts 
warranted jury in finding that transfers 





were made out of personal affection and 
friendship and not as compensation. 
Willi, et al. v. U. S., D.C. S.D. N. Y. 
Nov. 17, 1959. 


Time for filing petition to Tax Court 
where administratrix is outside United 
States. Administratrix of estate filed pe- 
tition with Tax Court after expiration of 
normal 90-day period allowed. On day 
notice of deficiency was mailed to last 
known address of administratrix, in Illi- 
nois, she was in Yokohama, Japan. Com- 
missioner moved to dismiss proceeding 
on ground petition was not timely filed. 

HELD: Dismissal denied. Pursuant to 
section 272(a)(1) of 1939 Code (section 
6213(a) of 1954 Code) where person to 
whom notice of deficiency is addressed is 
outside of United States, even tempor- 
arily, at time notice is mailed, 150-day 
period for filing petition applies. Es‘. of 
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W. Xrueger, et al. v. Comm., 33 T.C. No. 
75 Jan. 12, 1960. 


REVENUE RULINGS 


Income Tax: Residuary legatee has in- 
terest in estate for stock ownership pur- 
poses until estate is finally closed. Dece- 
dent died in 1954, possessed of all but 
two shares of the 757 shares of common 
stock of corporation. In 1957, ten shares 
of stock were transferred to each of de- 
cedent’s three children pursuant to di- 
rections in will. All remaining property 
of estate devolved to residuary trust, net 
income of which was payable to surviv- 
ing spouse for life, with remainder to 
children. By end of 1957, the family own- 
ership of the stock was held by widow, 
children, estate and residuary estate. In 
1958, corporation redeemed 148 shares of 
stock held by estate. After redemption, 
estate’s remaining assets were only equal 
to total of its liabilities. 

Service rules that redemption of stock 
from estate constitutes distribution es- 
sentially equivalent to dividend, since 
stock held directly or indirectly by resid- 
uary beneficiary is attributable to estate. 
For purposes of section 318(a)(2)(A) of 
1954 Code, residuary legatee does not 
cease to have interest as beneficiary of 


estate in process of administration until 


estate is finally closed. Distribution is 
taxable to estate as dividend. Rev. Rul. 
60-18, IL.R.B. 1960-3, p. 14. 
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Pennsylvania Revises 
Uniform Commercial Code* 


The Legislature amended and rewrote 
the Uniform Commercial Code which 
has been in effect since July 1, 1954. The 
Code, effective as revised January 1, 
1960, deals with commercial’and business 
transactions, but on such a broad scale 
that it affects fiduciaries in some of their 
commonplace transactions. 

In Article 4, Part 4, Section 4-405, the 
new Code, as did the old, provides that a 
bank with knowledge may honor checks 
of a decedent coming in for payment 
within ten days after death, unless 
ordered to stop payment by a person 
claiming an interest in the account. This 
obviously permits the personal repre- 
sentative, a surviving joint depositor or 
tenant in common, or a principal dis- 
closed or undisclosed, to issue the stop 
order. It is broad enough to apply to a 
deceased fiduciary’s account. A new sec- 
tion exonerates a bank for payment in 
cases of death or adjudication of in- 
competency if made before the bank 
has knowledge of the death or adjudica- 
tion or having knowledge before it has 
had a reasonable time to act on it. 

Under the heading of “investment se- 
curities” there are provisions relating to 
transfers which affect the transfer of 


_— 
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securities from a decedent’s or incompe- 
tent’s name or from a fiduciary’s name. 
Among the general provisions is that the 
transferor warrants, inter alia, that the 
transfer is effective and rightful and 
that he knows of no fact that might im- 
pair the validity of the security (Article 
8, Part 3, Section 8-306). Section 8-308 
requires the endorsement of “an appro- 
priate person.” This phrase is defined to 
include the fiduciary of a person who 
cannot sign by reason of his death, in- 
competency or infancy; the successor 
fiduciary, where the security is in the 
name of a fiduciary no longer in office; 
and the remaining fiduciaries or fiduci- 
ary where there are vacancies in the 
office, whether or not a successor has 
been appointed of qualified. Failure of a 
fiduciary to comply with the controlling 
instrument or the law of the jurisdiction 
does not render his endorsement un- 
authorized for the purposes of this 
Article. Events occurring after the en- 
dorsement cannot render an endorsement 
(otherwise effective) unauthorized. 
Part 4 of Article 8 applies to stock 
transfer agents. By Section 8-402, a 
transfer agent may only require (1) a 
guarantee of signature, which is required 
to cover capacity as well as the signa- 
ture itself; (2) a short certificate if 
available not over 60 days old; in other 
cases a copy of the document making the 
appointment, or a certificate issued by a 
person believed by the transfer agent to 
be responsible; and (3) where there is 
more than one fiduciary, reasonable as- 
surance that all who are to sign have 
signed. A copy of the will, trust, or other 
controlling instrument may be requested, 
but if the transfer agent makes such a 
request and obtains the instrument, he is 
charged with notice of all of its contents. 
If the instrument is merely submitted to 


show appointment in absence of a short 
certficate or other certificate, then the 
transfer agent is chargeable with notice 
of only the provisions relating to the 
appointment. 

Section 8-404 exempts transfer agents 
from liability for a wrongful transfer if 
the transferred security bore the neces- 
sary endorsements and there was no duty 
to inquire or, there being a duty, such 
duty was discharged. However, excepted 
from this exemption are the provisions 
of any law relating to the collection of 
taxes, so the usual waivers should be 
added to the requirements listed in the 
preceding paragraph. Furthermore, this 
streamlining of fiduciary transfers will 
not have any real impact until the Code 
is adopted in States where the principal 
transfer agents are located. 

Section 6-103 excepts sales by execu- 
tors and administrators from the Bulk 
Sales requirements of Article 6. 

4° 6 A 
ADDITIONAL PENNSYLVANIA LEGISLATION 

Act 601: Amends Sec. 1109 of Bank- 
ing Code, 1933, to permit funds held by 
corporate fiduciary as executor to be in- 
vested in common trust fund if such es- 
tate funds might later become dis- 
tributable to trust; and to permit such 
investment of employee benefit funds 
managed by corporate fiduciary without 
customary $100,000 limitation of partici- 
pation by single account. 

Act 602: Authorizes trustees of em- 
ployee benefit plans to transfer assets to 
corporate fiduciary for investment, in- 
cluding investment in common trust 
fund, such transfer to be revocable. 

Act 652: Amends Sees. 3(5) and 4(1) 
of Intestate Act of 1947 to provide that 
children of first cousins shall inherit be- 
fore Commonwealth is entitled to estate 
as statutory heir. 
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WILLIAM J. HUTCHINSON, former treas- 
urer International Nickel Co. of Canada, 
Ltd., appointed the Bank of New York 
and two of his three daughters as ex- 
ecutors and trustees under his will. He 
divided his estate into three equal parts 
and directed that one part be distributed 
to each of the two daughters and that 
the third be held in trust for the benefit 
of the other. The latter is to receive 
the income during her life and the re- 
mainder is to be distributed to her law- 
ful issue surviving per stirpes, or, in 
the event no lawful issue survives, to 
the other two daughters in equal shares. 
The trustees are empowered, by a revoc- 
able power of attorney, to delegate the 
exercise of all or any of the powers 
vested in the trustees to any one of the 
trustees. 


OLIVER E. BUCKLEY, retired president 
and chairman of the board of Bell Tele- 
phone Laboratories, Inc., left his tangible 
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personal property and his summer home 
in Maine to his wife, then placing the re- 
mainder of the estate in trust with Sum- 
mit (N. J.) Trust Co. and an individual, 
also named co-executors. The trustees are 
directed to pay the income to the widow 
during her life and are impowered to 
encroach upon the principal in a sum 
not to exceed $5000 in any one year, so 


that with the benefit of such payments, ~ 


decedent’s wife may continue to enjoy 
the same standard of living to which 
she had become accustomed at the time 
of testator’s death. Upon Mrs. Buckley’s 
death, $5,000 is to be paid to each of 
four children or their issue. The re- 
mainder of the principal is to be divided 
into four equal trusts for the children. 
In addition to the income, the trustees 
are directed to pay over to each benefi- 
ciary, upon application, such part of the 
principal as the trustees deem necessary 
for payment of extraordinary expenses 
in connection with illness, accident, mis- 
fortune or other emergency. 

Dr. Buckley also provided that the 
beneficiaries shall receive $5,000 on the 
third anniversary of the death of testa- 
tor’s wife and at the end of each suc- 
cessive three-year period. Upon termina- 
tion of a trust, any remaining principal 
and accumulated income are to be dis- 
tributed to the beneficiary’s issue, per 
stirpes. Each child may nominate the 
trustee for the trust to be administered 
for his benefit provided the executors 
approve. 


FRANK S. LAND, founder of the Order 
of DeMolay, a world-wide fraternal or- 
ganization for boys, left an estate esti- 
mated at $250,000. His will provides for 


cash legacies totaling $1,200 and for te 
disposition of personal property to his | 
wife. The remainder of the estate is J 
divided into equal trust funds. The trus- ff 
tees of Trust A are directed to pay tie 
income to Mrs. Land together with such 
amounts of principal as the trustees 
deem necessary for her proper suppoit. 
Upon her death the remainder is to ‘ve 
distributed as she appoints in her will, 
or in default of appointment, it is to be 
paid over to the distributees of Trust B. 
From the latter trust, the trustees are 
to pay to Mrs. Land such amounts of 
income as they deem necessary for her 
support. They are also directed to pay 
such amounts of income and principal to 
decedent’s mother and sister as the trus- 
tees deem necessary and advisable. Upon 
the death of the last survivor of testa- 
tor’s wife and mother, the remainder of 
Trust B is to be distributed to The 
Frank S. Land Foundation which is to | 
be created in accordance with directions 
in the will. The net income from the 
Foundation is to be distributed to the 
Order of DeMolay. 

The Columbia National Bank of Kan- 








sas City, Mo., is named sole executor | 
and co-trustee. If the named individual 


co-trustee is unable to serve, the testator | 


directed that certain officers of the | 
Masonic Order are to name as co-trustee 
a person who has sufficient familiarity 
with Kansas City to know the circum- 
stances under which testator’s wife and 
other members of the family are accus- 
tomed to living. 


A A A 
Two Day PLANNING COURSE 


A Short Course on Estate Planning 
will be presented at the College of Law 
of the University of Illinois at Urbana 


on April 22-23. The Course is sponsored | 


by the Illinois State Bar Association 
Foundation in co-operation with the Col- 
lege of Law. The outstanding program 
includes talks by such nationally known 
speakers as Paul Sargent of Boston, 





Rene Wormser of New York, Professors 
Alan Polasky of Michigan and William 
Cary of Columbia, and Probate Judge 
Frank McAvinchey of Flint. 
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ACCUMULATIONS — Accumulation of 
Income Beyond Permissible Period 
Passes as on Intestacy 


Illinois—Supreme Court 

ite v. The Northern Trust Co., 17 Ill. 2d 

The will established a trust to pay 
$300 per month to the testator’s widow 
from net income and directed accumula- 
tion of any excess income. At the widow’s 
death the principal, including accumu- 
lated income, was to be distributed in 
equal shares to the testator’s named 
brothers and sisters, the then living 
descendants of any who then were de- 
ceased taking their parent’s share. If 
any of the brothers or sisters prede- 
ceased the widow leaving no descend- 
ants surviving her, his or her share 
would lapse and be divided among the 
other shares. 

The widow brought an action to de- 
termine the proper disposition of income 
in excess of her annuity which, under 
the Illinois form of Thellusson Act ap- 
plicable to this will, could not be accumu- 


| lated after the expiration of twenty-one 


years after the testator’s death. The 
lower court ruled that such income 


_ should be distributed to the named re- 
' maindermen, whose interests were held 
' to be vested subject to divestment. The 


widow appealed. 


HELD: Reversed. The income directed 
to be accumulated beyond the permissible 
period must pass by intestate succes- 
sion. The Illinois Thellusson Act appli- 
cable to this will directs that income 
received after the permitted period of 


/ accumulation should be distributed to 
, such persons “as would have been en- 


titled thereto if such accumulation had 
not been directed.” In this case neither 
the widow nor the remaindermen would 
have been “entitled” to the income if 
the accumulation had not been directed. 

The will discloses a firm intention by 
the testator to limit the widow to her 


| monthly annuity and to limit distribu- 


tion of the remainder, including any in- 
come accumulated during the lifetime of 
the widow, to those of his brothers and 
sisters or their issue who survive her. 
Since the court could not determine how 
the testator would have met this con- 
tingency, it must apply the “traditional 
Solution” of distribution by intestate 
succession. 
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CHARITABLE TRUSTS — Bequest to 
Dissolved Corporation Not Revived 
by Reincorporation — Cy Pres Ap- 
plied 


Colorado—Supreme Court 


National Association for Cerebral Palsy, Inc. v. 
United Cerebral Palsy Association of Denver, 
346 Pac. 2d 582. 


Decedent by her will made in October 
1951 made a bequest to “National Asso- 
ciation for Cerebral Palsy, a Colorado 
corporation, Denver, Colorado.” This cor- 
poration was dissolved in June 1952. Af- 
ter June 18, 1951 this corporation did 
not have any corporate assets, raise 
funds, collect membership dues, have 
any regular members in good standing, 
elect any officers, keep any financial 
records, or do anything to further its 
corporate purposes. Decedent died May 
20, 1955, at which time there was appar- 
ently in existence United Cerebral Palsy 
Association of Denver, which the probate 
court found was entitled to receive the 
bequest under the cy pres doctrine. After 
the decedent died and her will was ad- 
mitted to probate, the National Associa- 
tion in an attempt to qualify to take the 
bequest filed new articles of incorpora- 
ion in January 1956. The trial court 
found that the United Cerebral Palsy 
Association of Denver is entitled to the 
bequest. 

HELD: Affirmed. The National Asso- 
ciation was not in existence at the time 
of the death of the testatrix, and it was 
therefore not qualified to take the be- 
quest at that time. 


CLaims — Compliance with Require- 
ments as to Notice to Creditors 


Indiana—Appellate Court 
Lewis v. Smith’s Estate, 162 N.E. 2d 457. 


The claimants filed their claim in the 
decedent’s estate slightly more than six 
months after the date of the first pub- 
lished notice to creditors, but within six 
months after the filing by the clerk of 
the proof of publication thereof. The 
statute provides that, with ‘certain ex- 
ceptions not applicable here, all claims 
against a decedent’s estate shall be for- 
ever barred unless filed with the court in 
which such estate is being administered 
within six months after the date of the 
first published notice to creditors. The 
statute also provides that upon the issu- 
ance .of letters the clerk shall cause to 
be published a notice thereof, which shall 
include notice to creditors to file their 
claims as required by law. It is further 
provided that a copy of the notice with 
proof of publication shall be filed by the 
clerk as a part of the administration of 
the estate within 30 days after publica- 
tion. In the instant case proof of publica- 
tion was not filed by the clerk within 30 
days but about a week later. 


The claimants argued that the six 
month period for filing claims, while it 
runs from the first publication, does not 
begin to run until full compliance is had 
with the statute, including filing of the 
proof of publication; that there is no 
publication until proof of publication has 
been properly filed within the time fixed; 
and that the six months’ period begins 
to run only if proof of publication is 
filed within 30 days, or if it begins to 
run at all, it does not do so until such 
proof is filed. 


The claimants also contended that the 
nonclaim statute had, in any case, no 
application here and that the claim was 
not barred by reason of the provisions 
of the decedent’s will whereby he di- 
rected his executor to pay all of his just 
debts, funeral expenses and costs of ad- 
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ministration of his estate. The trial court 
entered judgment adverse to claimants. 

HELD: Affirmed. The timely filing by 
the clerk of the proof of publication does 
not toll the statute of nonclaim. The re- 
quirement for filing within 30 days is an 
administrative requirement which is di- 
rectory only and not mandatory and is 
not a part of the notice required to be 
given to creditors. Failure to timely file 
the same does not vitiate the required 
notice. 

With regard to the second contention, 
the court did not regard the will as cre- 
ating a trust for the payment of just 
debts, funeral expenses or costs of ad- 
ministration, since there was not a clear 
declaration of trust for that purpose. 
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‘x HELD: Affirmed. The 


COMMUNITY PROPERTY — Widow 
Transferring Community Half to 
Trustee Under Husband’s Will Not 
Mistaken as to Effect 


Washingtcon—Supreme Court 


In re Napier’s Estate, 155 Wash. Dec. 191, 347 
P. 2d 192. 


The widow objected to the distribution 
of the entire community estate to the 
trustee under her deceased husband’s 
will, and sought to set aside instruments 
signed by her after her husband’s death, 
conveying her community interest in the 
estate to the trustee. The will, executed 
in. 1945, provided for a trust to pay the 
widow a minimum of $150 per month, 
with authority to pay her additional 
amounts, giving due consideration to her 
station in life. Following her death the 
trust estate is to be divided into equal 
parts for each of their children. 


Contemporaneously with the execution 
of the will, Mrs. Napier signed an agree- 
ment, in consideration of the provisions 
made for her under the will, to convey 
her community interest in the property 
to the trustee after her husband’s death. 
In 1949, Mr. Napier made a codicil in- 
creasing the minimum monthly payments 
to Mrs. Napier to $300 and reaffirmed 
the authority of the trustee to make ad- 
ditional payments out of income or prin- 
cipal for her care and support. In 1950, 
Mr. Napier became incompetent and a 
guardian was appointed. Shortly there- 
after Mrs. Napier applied in the guard- 
ianship proceedings for a family allow- 
ance, reciting that the size of the estate 
was approximately $268,000. In 1955, 
eight days after Mr. Napier’s death, Mrs. 
Napier signed instruments conveying her 
community interest in the estate to the 
trustee under the will. She was granted a 
family allowance of $600 per month dur- 
ing the probate proceedings. 

In 1958, when the estate was about to be 
closed and the trust set up, she was noti- 
fied that her monthly allowance would be 
reduced to $300 and she commenced these 
proceedings claiming that she did not 
understand the effect of the trust or 
know the value of her community inter- 


est. The Court found for the trustee. 


record estab- 
lished that the widow did know the 
value of the estate as disclosed by her 
petition for a family allowance in the 
guardianship proceedings, that she under- 
stood the will and codicil, and that she 
knew the effect of her deed to the trustee. 


DISTRIBUTION—Adopted Child Takes 
Remainder Limited to “Lawful Is- 
sue” 


New York—Appellate Division, 2nd Dept. 
Matter of Ward, N.Y.L.J., Jan. 5, 1960. 


Testator, who died in 1947, created a 
trust under her will for the life benefit 


of her son James, and on his death tie 
principal was to go to James’ “lawful 
issue.” James married in 1950 and in 
1956 he and his wife adopted a chi-d, 
Testimony was introduced to show that 
the testator favored adoption generall;; 
that she approved and advocated tue 
adoption of children by a daughter o1f 
hers who was married and childless, and 
that her intention was to treat James 
and her two other children equally. 

The Surrogate held that James’ adopt- 
ed child was not a remainderman — be- 
cause she did not come within the term 
‘lawful issue.” The Surrogate distin- 
guished Matter of Upjohn, 304 N. Y. 365, 
on the ground that there the adopted 
child had been adopted during the testa- 
tor’s lifetime and the testator had treat- 
ed the child in the same manner as if 


the child had been a blood relative — | 


which justified the child’s being deemed 
to be within the term “issue.” 


HELD: Reversed. The adopted child is 
a remainderman of the trust. The evi- 
dence abundantly establishes that the 
testator intended to benefit adopted chil- 
dren. The intention is not to be found 
only upon scrutiny of the words “lawful 


issue” but by examining the entire will | 


and the circumstances which existed 
when it was made. Section 115 of the 


child of the foster parent so as to defeat 
the rights of remaindermen” does not 
apply because the adoption was not 
fraudulently designed to cut off other 
remaindermen. 


DISTRIBUTION—Adopted Child Takes 
Share as “Child” 


Texas—Civil Court of Appeals 
Vaughn v. Vaughn, 328 S.W. 2d 326. 


Will creaed a separate trust for “any 
child of my son, G. H. Vaughn, Jr. . 
born after my death...” After testator’s 
death, G. H. Vaughn, Jr. adopted a male 
child, Gary. The executors and trustees 
brought suit seeking a construction of 
the will. The trial court held that a 
separate trust should be created for the 
adopted child. 

HELD:. Affirmed. Section 9 of" the 
Texas Adoption Statute, Art. 46a, Ver- 
non’s:. Tex. Civ. Stats., states in part: 


“For purposes of inheritance under the 
laws of descent and distribution such 
«sadopted child shall be regarded as the 
child of thé parent or parents by adop- 
tion, such ,adopted child and its de- 
scendants inheriting from or through the 
parent or parents: by adoption and their 
kin the same as*if svch child were the 
natural legitimate..child of said parent 
or parents by adoption . . .” 


The intent of this statute was to place 
an adopted child in the same position 
as a natural legitimate child in all mat- 
ters of inheritance. For purposes of 
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tesiator’s will, Gary is a child of testa- 
tor’; son born after testator’s death and 
is, herefore, entitled to have a separate 
tru-t created for him. 


DISTRIBUTION — Stock Owned by 
Monresident Intestate Without 
Heirs Escheats to State of Dece- 
dent’s Domicile 


Washington—Supreme Court 

California v. State Tax Commission, 155 Wash. 

Dec. 153; 346 P. 2d 1006. 

A resident of California died intestate 
and without heirs, owning stock in a 
Washington mining corporation. Cali- 
fornia claimed the stock by escheat. The 
Washington Tax Commission contended 
that the shares of stock represented 


' property in Washington subject to es- 


cheat to Washington under a statute pro- 
viding that, when any person “possessed 
of any property within this State” shall 
die intestate leaving no heirs, such prop- 
erty shall escheat to the State of Wash- 
ington. The Trial Court upheld Californ- 
ia’s claim. 

HELD: Affirmed. A corporation is an 
entity separate from its stockholders, 
who have no property interest in the 


| physical corporate assets. Corporate 


shares are personal property, and in the 
settlement of estates personal property 
is distributed by the law of the domicile 
of the decedent. The situs of the personal 
property (shares of stock) at the time of 
decedent’s death was California. 


DRAFTING — Marital Deduction For- 
mula Clauses — Adjustments by 
Reason of Tax Elections — Distri- 
bution at Estate Tax Values 


New York—Surrogate’s Court, New York Co. 
Matter of Inman, N.Y.L.J., Dec. 15, 1959. 


The will created a marital deduction 
trust for the testator’s widow and a re- 
siduary trust for the benefit of his infant 
son. The marital trust was directed to 
be “an amount which shall equal % in 
value of my ‘adjusted gross estate’ ,” as 
defined in the Code, reduced by the ag- 
gregate amount of marital deductions in 
respect of property passing other than 
by this clause. The executors elected to 
claim certain administration expenses as 
income tax deductions rather than as 
estate tax deductions. This election in- 
creased the amount of the marital trust 
shown on the Federal estate tax return, 
and the executors’ account showed the 
amount of the marital trust as so com- 
puted. On their prior intermediate ac- 
counting the executors were directed to 
telmburse principal of the estate to the 
extent that it had been diminished by 
the elective treatment of the deductible 
expenses. 


‘The will empowered the executors to 
satisfy bequests in kind, the property so 
distributed to be valued for such purpose 
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at the Federal estate tax values. The 
executors funded both trusts with securi- 
ties which were left by the testator and 
which were worth more on the distribu- 
tion date than on the estate tax valua- 
tion date. The executors stated that the 
appreciation in the distributed securities 
had been distributed proportionately be- 
tween the two trusts, based upon the 
estimated values of the respective trusts 
at the time of distribution. 


The son’s special guardian contended 
that: 

(a) the amount of the marital trust 
should be computed as if all administration 
expenses had been claimed as estate tax 
deductions, which would reduce the mari- 
tal trust and increase the son’s trust; and 

(b) the marital trust was a dollar leg- 
acy, that assets allocated thereto must be 
valued as of the distribution date, and 
that the direction to distribute at estate 


tax values violated Decedent Estate Law 
Sec. 125. 


HELD: (a) The marital trust is to be 
in the amount which produced the maxi- 
mum marital deduction; to hold other- 
wise would frustrate the testator’s intent 
to measure the amount of the trust by 
the language of the Code. “It is accepted 
in this tax-conscious era that testamen- 
tary draftsmen employ definitions found 
in the tax laws in order to obtain fullest 
tax benefits and not because of a vocabu- 
lary deficiency, and it must be recognized 
that had this testator intended to create 
a trust of one-half of his residuary es- 
tate, his resort to a tax law definition 
would have been pointless.” 

(b) The argument that the direction to 
distribute in kind at estate tax values vio- 
lates D.E.L. Sec. 125 is without merit. 
Matter of Bush, 2 App. Div. 2d 526, 
aff’d 3 N. Y. 2d 908. The Court observed, 
however, that it was making this ruling 
upon stipulated facts, and that there was 
no issue before it as to whether or not 
the distribution between the respective 
trusts had in fact been fairly and equit- 
ably made. 


JURISDICTION — Time for Appeal — 
Procedure Not Bound by Trust 
Statute 


Minnesota—Supreme Court 
Hartzell v. Schuster, decided Dec. 4, 1959. 


Minnesota has a statute (M.S. §§ 501.33 
to 501.38) under which trust proceedings 
may be brought in rem after published 
and mailed notice. The first section of 
this statute permits trustees to be con- 
firmed by the court, with jurisdiction 
of the court in rem thereafter existing. 
A later section authorizes trustees so 
confirmed to seek allowance of accounts, 
instructions or a construction of the trust 
instrument, provides for the manner of 
giving notice of an order and for appeal 
from the order within 30 days after 
entry of the order. 





In this case, petitioner, a beneficiary, 
commenced a proceeding for instructions 
to trustees who were confirmed under 
the statute and for a construction of the 
trust instrument following the same 
notice procedure specified by the statute. 
The District Court entered an order de- 
nying the petitions. The trustees gave 
notice of the order. Notice of appeal 
was filed after the time specified by the 
trust statute (30 days from entry of 
the order) but. within the time author- 
ized by the general statute (M.S. 
§ 605.08) governing appeals from orders 
(30 days after notice of order). The 
trustees moved to dismiss the appeals as 
not timely. 


HELD: Motion denied. The appeals 
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were governed by the general statute. 
Once the trustees were confirmed under 
the trust statute, jurisdiction in rem 
was acquired. The balance of the trust 
statute did not prescribe an exclusive 
procedure and the beneficiary could pro- 
ceed by petition under the general equity 
jurisdiction of the court without the 
necessity of complying with the general 
Rules of Civil Procedure. The right to 
seek instructions or a construction under 
the trust statute was confined in terms 
to trustees. Therefore, the beneficiary 
could not have been using the trust 
statute procedure and could not have 
been limited by that appeal statute. 


PERPETUITIES — Bequests of Oil and 
Mineral Interests After Two Years 
Not Invalid 


Texas—Civil Court of Appeals 


Zahn v. National Bank of Commerce of Dallas, 
328 S.W. 2d 783. 


Testator directed in her will that cer- 
tain land should not be sold for two 
years after her death and stated that 
if, at the end of that time, no oil or 
minerals had been found on the land, the 
surface estate of the land was to be 
sold and the proceeds divided among 
five cousins, and the mineral estate was 
to be placed in trust “for ... my cousins, 
their heirs and assigns forever .. .” 
In a suit for construction of the will, 
the trial court held that if oil or other 
minerals were found within two years 
after testator’s death, title to both the 
surface and mineral estate would vest 
in the testator’s heirs-at-law, and that 
if no oil or other minerals were found 
within such time, title to the surface 
estate would vest in the five cousins and 
title to the mineral estate in the testa- 
tor’s heirs-at-law. 

HELD: Reversed in part and affirmed 
in part. If oil or other minerals are 
found within two years, title to both the 
surface and mineral estate will vest 
in the testator’s heirs-at-law because 
the testator failed to devise the land to 
anyone in the event of such discovery. 
If no oil or other minerals are found 
within two years, title to both the sur- 
face and mineral estates will vest in the 


five cousins free from all trust restric- 
tions, 

The devise by the testator does not 
violate the rule against perpetuities be- 
cause under no circumstances will the 
property be taken out of commerce for 
more than two years. The devise to “my 
cousins . . . forever” does not create a 
perpetual trust; instead it vests a fee 
simple title to the mineral estate in the 
five cousins if no oil or other minerals 
are discovered within two years. 

The trust that the testator attempted 
to create is not effective, but is a dry 
or passive trust because no duty is re- 
anired of the trustee other than to hold 
title to the mineral estate for the benefit 
of the five cousins. Finally, legal title 
to both the mineral and surface estates 
vests in the executor during the two 
vear period after the testator’s death, 
the executor holding such title for the 
benefit of those who will take at the 
end of the two year period. 


Powers — Limitations — Power of 
Court to Issue Instructions is Dis- 
cretionary 


California—District Court of Appeal 

Estate of Putnam, 175 A.C.A. 828 (Dec. ¢, 

1959). 

Putnam’s executrix, his widow, filed a 
petition asking to be instructed that the 
property of the estate was, though held 
in joint tenancy form between decedent 
and executrix, actually community prop- 
erty and therefore to be inventoried and 
accounted for in the estate. The petition 
was filed under Section 588 of the Cal. 
Probate Code, which in part provides that 
“the court on petition of the executor or 
administrator may from time to time 
instruct and direct him as to the admin- 
istration of the estate * * *.” The Supe- 
rior Court refused to make a determina- 
tion as to whether the property was 
community or true joint tenancy prop- 
erty. The executrix appealed. 

HELD: Affirmed. The court had juris- 
diction to pass upon the question sub- 
mitted as to the nature of the property. 
However, since the statute provides that 
the court may instruct the executor, the 
court has a discretion as to the exercise 
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of its jurisdiction, and its action will be 
upheld absent abuse of discretion. 
NOTE: Inference to be drawn from the 
opinion is that the petition presented no 
reason why this determination needed to 
be made as a preliminary matter or why 
the administration of the estate would 
be impeded or embarrassed if the peti- 
tion was not granted. 


PowErRS — Limitations — Provisions 
for Trust Not Variable as Matter of 
Convenience in Administration 


Michigan—Supreme Court 
In re Jones Estate, 358 Mich. 85. 


Testator, a resident of Michigan, cre- | 
of the income from | 
which was to be paid to Denison Uni- | 


ated a trust, 60% 


versity Research Foundation of Gran- 
ville, Ohio, and the remaining 40% to 
Adrian College, Adrian, Mich. The re- 
spective presidents of the two institu- 
tutions were named trustees. The presi- 
dent of Denison University was disquali- 
fied by Michigan statute from acting as 


trustee by reason of being a non-resi- | 


dent, and a Michigan resident was ap- 
pointed a co-trustee in his stead. Such 
substitute trustee petitioned the Probate 
Court to transfer 60% of the corpus to 
the president of Denison University to be 
held in trust for the Research Founda- 
tion, arguing that (a) the transfer would 
permit him to act as trustee in accord- 
ance with the testator’s intentions; 
(2) “the investment portfolio of each 
trust could be patterned to meet the re- 
quirements of the particular institution,” 
and (3) there would be an “elimination 
of probable friction and disagreement be- 
tween co-trustees because of diverse in- 
terests and different investment objec- 
tives.” The Probate and the Circuit Court 
denied the petition. 


HELD: Affirmed. The will is replete 
with references indicating the creation 
of but one trust. Testator, in the devise 
to trustees, provided that “the income 
from the principal of said trust” is to 
be used in a certain manner and directs 
the trustees to “administer the fund as 
a unit.” 
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| for Nellie’s parents, 





Tae interest of the beneficiaries is in 
the income only and not in the principal. 
The trustees are given some discretion 
in riaking distributions or allotments of 
income but there is no inference that the 
corpus itself is to be divided. The provi- 
sion granting to the trustees a power of 
interpretation or, upon their failure to 
agree, then a referral to an umpire does 
not confer upon the trustees an authority 
to construe the will contrary to the 
wishes of the testator and create in effect 
two trusts in the place of the single 
trust the testator intended. It is the duty 
of the Court to uphold the plan of a 
testator even though the beneficiaries 
think it more convenient to dispose of 
the property in a different manner. 


PowERS — Limitations — Trustee’s 
Discretion Not to Pay Income Not 
Disturbed by Court 


Oregon—Supreme Court 
Rowe v. Rowe, 347 P. 2d 968. 


Suit was commenced for declaratory 
decree asking for construction of the 
provisions of two similar testamentary 
trusts. The trusts were created in the 
separate wills of Enoch and Nellie Peter- 
if the respective spouse 
due was given to the defendant in trust 
plaintiff George 
Rowe and Katharine Rowe. The trustee 
was to pay to and for the use of the 
said two trust beneficiaries and/or the 
survivor of them, all of the rents, in- 
come and profits from the trust and any 
or all of the principal or corpus thereof, 
“entirely according to his own judgment 
and discretion.” The trust terminated up- 
on the death of the last survivor of 
Nellie’s parents and the remainder was 
given to other legatees and devisees. 


The testator and testatrix were killed 
in a common disaster. The trustee, up 
to the time of commencement of litiga- 
tion, had received approximately $7,500 
as income. He had paid to the life 
beneficiaries approximately $600 there- 
of. Katharine Rowe died in 1954. The 
trial court ordered the trustee to pay 
to the plaintiff all of the net income 
which he had accumulated and to con- 
tinue to pay to him all the income as it 
accrued in the future. 


HELD: Reversed. The will created a 
discretionary trust. Although there was 
no specific standard to guide the trustee 
in exercising his authority, such discre- 
tion is within the general standard of 
reasonableness. The evidence did not 
specifically indicate the settlor’s purpose 
in the creation of the trusts but it did 
show that the life tenants had other 
income and assets. The court should not 
be permitted to control the trustee un- 
less the exercise of the power was en- 
tirely unreasonable or capricious. 
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SPOUSE’S RIGHTS — Election to Take 
Against Will Does Not Violate “No 
Contest” Clause — Husband’s 
Share Reduced by Estate Tax Al- 
though It Qualified for Marital De- 
duction 


Oklahoma—Supreme Court 
Rettenmeyer’s Estate, 345 P. 2d 872. 


Decedent and her husband had made 
an antenuptial contract, by which each 
released any interest either might have 
or acquire in the property of the other. 
A codicil to the decedent’s will contained 
a “no contest” provision,” purporting 
to forfeit the interest of any legatee 
who sought to contest the validity of the 
will. The husband was a beneficiary to 
the extent of 1/11 of the residue. He 
filed an election to take under the laws 
of succession rather than under the will, 
which the lower court denied because of 
the existence of the antenuptial agree- 
ment. 

The other beneficiaries of the residue 
contended that, because of the “no con- 
test”? provision, the husband had for- 
feited any interest under the will by 
filing the election. The husband con- 
tended he was entitled to his 1/11 share 
and in addition that it was not to be 
reduced by 1/11 of the federal estate 
taxes owing, since his share qualified for 
the marital deduction and caused no in- 
cease in the federal estate tax. 


HELD: The existence of the ante- 
nuptial contract precluded any right of 
the husband to elect to take under the 
laws of succession. However, his mis- 
conceived right to elect, when that right 
nexer existed, did not preclude him from 
taking under the will. To hold that the 
election which he attempted to assert 
violated the “no contest” clause would 
tend to defeat the statutory provision 
giving a spouse the right to elect and 
would deter parties from seeking their 
lawful rights. The husband was entitled 
to his 1/11 share of the residue. 

Oklahoma has no apportionment 
statute. The federal estate taxes consti- 
tuted a charge upon the residue and the 
husband’s share was proportionately re- 


duced by that charge, even though the 
portion passing to him qualified for the 
marital deduction and did not serve to 
increase federal estate taxes. 


TAXATION — Estate & Inheritance — 
Deductions Allowed Against Prop- 
erty Not Subject to Probate 


Minnesota—Supreme Court 


Sevcik v. Commissioner of Taxation, decided 
Dec. 24, 1959. 


Decedent’s property for Minnesota in- 
heritance tax purposes consisted of prop- 
erty held jointly with his wife, a transfer 
in contemplation of death, furniture and 
fixtures and personal effects. There were 
no probate proceedings. Decedent’s wife 
asserted the deductibility of the furni- 
ture and fixtures and of the personal ef- 
fects as a statutory allowance and of 
the debts and final expenses paid by her. 
The Commissioner of Taxation disal- 
lowed these deductions because such ex- 
penses and allowances, while otherwise 
proper, had not been “allowed as de- 
ductions, ... by the probate court having 
jurisdiction” as provided by the Minne- 
sota Inheritance Tax Law (M.S. 291.07). 
In a hearing de novo, the Board of Tax 
Appeals allowed the deductions. 


HELD: Affirmed. While the statute 
provides for allowance of deductions in 
amounts allowed by the probate court, 
nothing in the statute prohibits the al- 
lowance of deductions where there are 
no probate proceedings. Whether the tax 
is determined by the probate court (in 
the case of a probate proceeding) or by 
the Commissioner of Taxation (where 
there is no probate) there is a reduc- 
tion in the net amount actually received 
by the beneficiary. The tax is a 
succession tax on amounts actually re- 
ceived. The words of the statute will not 
be construed to give an absurdly unequal 
result depending upon whether or not 
there is a probate proceeding. 


NOTE: By Ex. Sess. L. 1959, Ch. 83, 
Sec. 3, approved July 2, 1959, the sec- 
tion in question was modified to secure 
the same result, at least in part. 
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TAXATION — Estate & Inheritance — 
Dower Interest in Conveyed Prop- 
erty Excluded 


Utah—Supreme Court 
Matter of Estatc of Malan, 347 P. 2d 857. 


The Utah State Tax Commission ap- 
pealed from a determination by the Dis- 
trict Court which excluded from the de- 
cedent’s estate the value of his widow’s 
dower interest in property conveyed to 
her by him approximately a year prior 
to his death. The deeds were delivered 
to the grantor’s son who had the con- 
veyances recorded after his father’s 
death. 

HELD: Affirmed. A mere conveyance 
by a husband to a wife in the absence 
of a relinquishment by the wife of her 
one-third inchoate interest does not ex- 
tinguish her statutory dower interest in 
the property. Even if under the inheri- 
tance tax statutes a conveyance by deed 
stands upon the same footing as a con- 
veyance by will where made under cir- 
cumstances which would make it includ- 
able under Sec. 59-12-3 as a transfer in 
contemplation of death, there must still 
be a relinquishment by the wife of her 
one-third inchoate interest. In the ab- 
sence of a statute such as Sec. 74-4-4, 
which in cases of testamentary convey- 
ances makes it incumbent under certain 
conditions that a choice be made to either 
accept the testamentary provision in lieu 
of the widow’s one-third inchoate inter- 
est or renounce the testamentary provi- 
sion and retain her one-third interest, 
there is no reason why a wife in an 
inter vivos transaction should not be able 
to accept a conveyance by deed of her 
husband’s share of his real property 
without relinquishing her one-third inch- 
oate interest. —Staff Digest 


WILLs — Construction — Distribu- 
tion of Assets Earmarked for “Tax 
and Donations” 


Kentucky—cCourt of Appeals 
Ball v. Pope, 329 S.W. 2d 51. 


The will of the testator, C. E. Ball, 
contained the following clause: 








“That my wife Laura C. Ball shall 
have forty per cent or four tenths of 
my stocks as listed [naming two which 
were divided percentage wise as shown in 
the brackets] 


To Laura C. Ball _ [40%] 
To Brothers children [10%] 
To Sisters children [10%] 
To Leola Smith _..... [20%] 
To Mrs. C. E. Ball for tax 

and donation(s) [20%] 


“Other sources as listed below or on 
hand at my death to be used in settle- 
ment and division of Estate, and balance 
— if any — to be distributed in pro- 
portion as listed in stocks above.” 

There followed a list of shares of 
stock, bonds, notes and cash. There was 
also a devise of real property. 

An action was brought in the Circuit 
Court to construe the will, and the 
Chancellor held: 

(1) One-half of the stock bequeathed 
to Mrs. Ball for tax and donations must 
be held in trust to pay taxes on the 
property bequeathed to her under the 
will, and the other one-half was hers 
absolutely subject to the _ testator’s 
recommendation that it be used for do- 
nations. 

(2) The residue should not be ap- 
plied to the payment of inheritance taxes. 

(3) The residue of “other resources” 
should be divided 40% to Mrs. Ball, 15% 
to the brother’s and sister’s children, and 
30% to Leola Smith. 

HELD: Affirmed in part and reversed 
in part. The bequest to Mrs. Ball for 
tax and donations constituted a direc- 
tion to his wife, who was named as 
testatrix, to use those assets to pay the 
taxes on the specific bequests of stock 
and the devise of real property, and not 
for the payment of Mrs. Ball’s taxes 
only. The word “donations” had no legal 
efficacy, and any balance of proceeds of 
the stock bequeathed to Mrs. Ball for 
tax and donations remaining after the 
payment of the taxes falls into the 
residuary estate. There was no question 
of a tax trust being created. Mrs. Ball 
as executrix was already a trustee of 
the estate under Kentucky law, and the 
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will merely directed her to use cert::in 


specified assets for the payment of taxes, 

The “other resources ... to be used 
in settlement and division of estaie” 
should be applied to the payment of the 
costs of administration, and the Chan- 
cellor correctly ruled that this residue 
should not be used for the payment of 
taxes. 

The balance of the residuary estate xaf- 
ter payment of administration cos's, 


which the testator directed to be dis- 


tributed in proportion to the specitic 


bequests fo the two first named stocks, 


should be divided as follows: The bhe- 
quests to Mrs. Ball for the payment of 
taxes should be excluded from the com- 


putation and the proportionate interests | 
calculated upon the basis of 80% of the | 
listed stocks. Thus, Mrs. Ball would re- | 
ceive 40% of the residue, the brother’s | 
children | 


children 12%%, 
12%%, 


the sister’s 
and Leola Smith, 25%. 


One judge dissented on the grounds 


that the gift to Mrs. Ball “for tax” re- 


quired her to apply this fund against 
payment of taxes on her share only of | 


the devises and bequests. 


WILLs — Construction — Erroneous 
Assumption of Inter Vivos Gift Not 
Cured by Implication 


Texas—Civil Court of Appeals 
Huffman v. Huffman, 329 S.W. 2d 139. 


Testator’s holographic will contained 
the following language: “The Rotary 
Apts. Inc. stock belonging to me has 
been handed to Myrtle and Lyter for 
what I lost them in the oil deal.” In a 
suit for construction of the will, the 
trial court held that no gift of the stock 
had been made to Myrtle and Lyter 
prior to testator’s death, but that the 
above language was a valid devise of 
the stock to Myrtle and Lyter. 

HELD: On appeal to the Texas Civil 
Court of Appeals reversed. The stock 
passes to testator’s heirs-at-law. Where 
a testator shows by recitals in his will 
that he erroneously believes title to prop- 
erty to have vested in a certain person 
prior to the testator’s death, such lan- 
guage cannot be construed as a devise 
by implication to such person of such 
property. 


WILLs — Construction — Words Sup- 
plied to Dispose of Remainder 


Missouri—Supreme Court, Div. No. 2 

Ussher v. Mercantile Trust Co., 328 S.W. 2d 

699. 

In Item Third of his will, testator gave 
to his wife and the Trust Company, in 
trust, an amount equal to the maximum 
allowable marital deduction. He directed 
that the income from this trust, and from 
a trust created in Item Fourth, be paid 
to his wife for her life. The wife was 
given a power to appoint the principal 
by her will, and upon failure to appo nt, 
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ated. The income was disposed of in Item 
Third. Item Fourth did not dispose of the 
remainder. 

Item Fifth of the will provided: 


“In the event my said wife shall prede- 
cease me, I hereby will and direct that the 
property hereinbefore referred to as the 
first and second trust funds shall be trans- 
ferred and delivered, free of trust, to my 
two cousins, Virginia Johnson Parker and 
Mildred Johnson Hodge, both now living in 
Memphis, Tennessee, and if either or both 
of them should not survive me then to the 
heirs-at-law of the deceased party or par- 
ties, as determined by the laws of Missouri 
at my death, and the same disposition shall 
be made of any of my property remaining 
which has not been disposed of under my 
Will.” 

The widow brought suit to construe the 
will, contending that the remainder of 
the Item Fourth trust passed to her as 
intestate property, she being the sole 
The first cousins contended that 
such remainder would pass to them under 
the last clause of Item Fifth. The trial 
court found in favor of the widow. 


HELD: Reversed and remanded with 


directions to enter judgment for the ben- 
eficiaries of Item Fifth. They would take 


’ the remainder interest in so much of the 


trust estates as passed under Item 
Fourth, including any remaining princi- 
pal of the Item Third trust not appointed 
by the widow. In pursuing the general 


| presumption that the testator intended to 


dispose of his whole estate, and to pre- 
vent a partial intestacy, words may be 


| supplied, transformed, or changed in the 


will. The will as a whole clearly disclosed 
testator’s intention to dispose of his en- 
tire estate. 


WILLs — Probate — Action Lies for 
Fraudulent Concealment of Will 
but Proof of Benefits is Necessary 


Missouri—Kansas City Court of Appeals 
Wilburn v. Meyer, 329 S.W. 2d 228. 


A sister of a decedent brought suit 


| against a niece of the decedent, asking 
= damages for defendant’s alleged conceal- 
» ment of the existence of the true will of 


the decedent, thereby fraudulently de- 


' priving plaintiff of the benefits provided 


for her in the true will. At the conclu- 
sion of the evidence, the court entered 
a judgment for defendant. On appeal, 
both parties conceded that there is no re- 
ported similar case in Missouri. 


HELD: Affirmed. It has been held in 
some other jurisdictions that an action 
in tort will lie against one who has 
fraudilently procured the suppression of 
a valid will whereby plaintiff suffered 
loss of benefits therein provided. In this 
case the defendant conceded the pro- 
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priety of the action but the plaintiff 
offered no proof that the will, the bene- 
fits of which she claimed to have been 
deprived, had been validly executed and 
published. Such proof is a prerequisite to 
any recovery. 


WILLs — Probate — Beneficiary Has 
Right to File Caveat After Signing 
“Consent to Probate and Letters 
Testamentary” 


U. S. Court of Appeals 
District of Columbia Circuit 
McNamara v. Miller, 269 F. 2d 511. 

Appellant was an heir at law and 
next of kin decedent who died testate 
August 5, 1957. On August 24, at- 
torneys for the executors sent a let- 
ter to appellant which contained cop- 
ies of a form of consent and waiver 
to file caveat in order to facilitate the 
probate and issuance of letters testa- 
mentary. Appellant signed these on Sep- 
tember 4. On February 4, 1958, appel- 
lant filed a petition for caveat which 
was dismissed on appellee’s motion on 
May 26, 1958, presumably on the ground 
that appellant’s execution of the con- 
sent form was a waiver of her right to 
caveat the will. 

HELD: Reversed. To affirm the order 
of the District Court dismissing appel- 
lant’s caveat, one of the following con- 
ditions must be evidenced: Appellant’s 
waiver of right to file caveat was based 
on consideration; or constituted an 
estoppel; or constituted a judicial ad- 
mission. There was no evidence which 
could support consideration although ap- 
pellee argued that the benefit conferred 
on appellant by eliminating the expense 
of a defense to a caveat, and the detri- 
ment incurred by the executors who 
allegedly served assured that there would 
be no caveat filed, constituted considera- 
tion. Their first argument failed since 
if appellant refused to sign the consent 
there would have been no effect on the 
expedition or expense of administering 
the estate. Since the petition for probate 
and letters testamentary was filed six 
days before appellant signed the con- 
sent, the decision of the executors to 
serve appeared to be unaffected by the 
act of appellant. 

Estoppel is not present since its true 
task is the prevention of fraud, actual 
or constructive. No evidence of fraud 
is present since neither the court nor 
the beneficiaries nor the executors were 
actually misled. The basis of appellant’s 
caveat, undue influence, was discovered 
by appellant after she signed, and was 
not before the court at the time she 
signed the consent. It is the nature of 
an admission, that it be by intention an 
act of waiver relating to the opponent’s 
proof of the fact, and not merely a state- 
ment or assertion or concession made 
for some independent purpose. ‘I'he ap- 
pellant’s act was an admission with re- 
spect to citation or notice by publication, 





This fountain at the new Roosevelt Gardens 
Branch of Southern Bank of Norfolk, Va., 
was brought from northern Italy. It has 
been given a garden setting and is operated 
daily from 8:00 a.m. to midnight. 





but as to right to file caveat it was mere- 
ly a statement of assertion or concession 
made for an independent purpose; name- 
ly, to facilitate probate procedvre. 
A A A 

e As it had previously indicated, the 
Internal Revenue Service has officially 
ruled (Rev. Rul. 59-414) that a transfer 
of units in a common trust fund to an- 
other trust is not a taxable withdrawal 
where both trusts have the same bene- 
ficiary and trustees. 
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LITERATURE NOTES 
(Continued from page 155) 


Efficiency of the Charitable Dollar: 
An Unfulfilled State Responsibility 
KENNETH L. KARST, Harvard Law Review, 
January, 1960 (Cambridge; $1.50). 

The public has a paramount interest 
in the activities of charities and in the 
disposition of funds devoted to char- 
itable purposes. The community’s in- 
terest in the use of public funds 
demands effective enforcement of the 
duties of charitable fiduciaries. The 
author believes that the state can do 
more to protect the public’s interest and 
assure efficient performance of a char- 














A ‘new heart’ 
for Debby 


“Mommie, I bet when God 
made Debby He didn’t have 
a good heart around. So He 
said to her, “Take this one. 
When you're five I'll tell a 
doctor to fix it like new’.” 


These words by 6-year-old 
Bobby Quinn on learning his 
little sister would need a heart 
operation, were prophetic. 


Using new knowledge speeded 
by your Heart Fund gifts, 
surgeons did “fix” Debby’s 
heart. She’s now a_ happy, 
healthy child, with a heart 
that’s good as new. 


cit HEART FUND 
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ity’s function, and he suggests the crea- 
tion of state agencies to supervise 
charities and administer state control 
over their operation. 


Pension and Profit-Sharing Plans: 
Fallacies and Facts 
MEYER M. GOLDSTEIN, Taxes, 


1960 (4025 W. Peterson Ave., 
$.75). 


January, 
Chicago 46; 


The author states that false notions 
concerning pension and _ profit-sharing 
plans are prevalent. The article warns 
the reader of such fallacies and throw 
proper light on the subject by presenting 
the facts that controvert these wide- 
spread misconceptions. 
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A Formula for Valuing Restric‘ed) 
Stock Options for Estate Tax } 


EDWARD S. SCHLESINGER and THEO 

DORE BERGER, Journal of Taxation, Feoru.j 

ary, 1960 (147 E. 50th St., New York; $1.:0) 

The death of an optionee of a re. 
stricted stock option prior to its exer. 
cise presents an executor with the prob. 
lem of valuing the option for estate ‘ax 
purposes. He must give effect to the 
value of the right to purchase the stock 
in the future and to the non-alienability 
of the option as well as to the spread 
between the option price and the market 
value at date of death, or at the alterna- 
tive valuation date. The writers describe 
their formula for arriving at a realistic 
valuation. 
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WHEN AN ATTORNEY NEEDS 
A FRIEND IN ILLINOIS... 
































When a lawyer encounters business questions — where 


a bank can be of help—he turns to a valued and 
experienced friend who will supply hard-to-get, 


reliable information and helpful advice on... 


e credit information 
¢ the local business and industrial outlook 


¢ investment-management problems 


He turns to... 


TRUST DEPARTMENT 


CITY NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


2oe SOUTH LA SALLE STREET 




















Your client’s future is in his briefcase! 


To A LAWYER it’s more than a mere collection of 
notes. The Connecticut General man has also 
collected ideas and dreams from your client, as 
well as facts and figures. By first compiling 
them, then skillfully interpreting them, the 
CG man helps your client to realize the future 
he looks forward to. 


In the report he brings you, he lists and evalu- 
ates each of your client’s assets in terms of that 
future. He’s done much of the essential ground- 
work, an important saving of your time! Now 


more rapidly you will be able to give your client 
the full benefit of your analysis and counsel. 
After this first visit, you will find yourself look- 
ing forward to seeing the CG man again. This 
is his goal...to prove his service so profitable 
to you and your client, that, his first visit will 
grow naturally into a lasting relationship. 
Connecticut General Life Insurance Company, 
Hartford 

Life... Accident... Health... Pension Trusts 
Group Insurance... Pension Plans... Annuities 


CONNECTICUT GENERAL @@ss 








